


Surety Journal 


November 1954 


INSURING MONEY 
AND SECURITIES 
John J. lago 


The Casualty & 





Accident and Health Insurance... 9 
Raymond L. Ellis 


New Earnings Policy for Merchants 17 
H. C. Klein 


Surveys for Agents 
Frederic L. Brenlin 


New Workmen’s Comp Policy.... 
Elliott B. Brown 


Signposts to Successful Selling... . 
William W. Ellis 


Indemnification—Plus! 
John V. Grimaldi 





ASSOCIATION OF CASUALTY AND SURETY COMPANIES 


Sixty John Street, New York 38 
WaAL.ace FALvey 
Vice President 
(Standard Accident (Massachusetts Bonding 
Insurance Company) and Insurance Company) 
Ray Murpuy J. Dewry Dorsett 
General Counsel General Manager 
Louis A. MILLs Wii Hicks 
Secretary Treasurer 
Tuomas N. Boate RicHarp C. WAGNER N. Morcan Woops 
Manager Manager, Casualty Dept. anager 
Accident Prevention Dept. Claims Bureau 


Davp Q. CoHen Haroip K. Puuips 
Masager Manager 
Fidelity & Surety Dept. Public Relations Department 


Victor GERDES, Manager 
Department ef Research 


Perry H. Tarr Howarp M. STARLING Roy L. Davis 
Manager, Pacific Coast Office Manager, Washington Office Manager, Chicago Office 
ashington, D. C. Chieago, Ill. 


EXECUTIVE COMMITTEE 


Aetna Casualty and Surety Company 
American Insurance Company 
Employers’ Liability Assurance Corporation, Limited 
Fidelity and Casualty Company of New York 
Fidelity and Deposit Company of Maryland 
General Accident, Fire and Life Assurance Corporation, Limited 
Glens Falls Indemnity Company 
Great American Indemnity Company 
Hartford Accident and Indemnity Company 
Home Indemnity Company 
Indemnity Insurance Company of North America 
London Guarantee and Accident Company, Limited 
Maryland Casualty Company 
Metropolitan Casualty Insurance Company of New York 
National Surety Corporation 
Ocean Accident and Guarantee Corporation, Limited 
Royal Indemnity Company 
Travelers Insurance Company 


Past Presidents 
Frank A. Christensen, President, Fidelity and Casualty Company of New York 
W. E. McKell, First Vice President, American Surety Company of New York 
J. Arthur Nelson, Chairman of the Board, New Amsterdam Casualty Company 
J. F. Matthai, Executive Vice President, U. S. Fidelity and Guaranty Company 
Manning W. Heard, Vice President and General Counsel, Hartford Accident 
and Indemnity Company. 
Ex-Officio 
Ralph H. Platts, President of the Association, President of the Standard 
Accident Insurance Company 
Wallace Falvey, Vice President of the Association, President of the Massa- 
chusetts Bonding and Insurance Company 





and Surety Companies. 


CASUALTY - 


VOLUME 


A MAGAZINE OF IDEAS—Published bimonthly by the A 
Authors have been invited to express their own 
personal opinions which are not necessarily always those of the Association. 


um Lhe Casualty &...... 


“ Surety Journa 


NOVEMBER 


tion of C Ity 





* MARINE @SURET 





— 


1vsa 


Insuring Money and Securities 


ONEY IS THE MOST PRECIOUS 
of all the various kinds of 


valuable property. Nobody who 
has any appreciable amount of 
money in his possession or custody 
wants to have any of it destroyed, 
stolen or otherwise lost. Yet expe- 
rience shows that money can be 
lost in a greater number and vari- 
ety of ways than can any other 
kind of tangible property. In that 
respect, the needs for adequate in- 
surance coverages on money are 
greater than those for insurance on 
any other kind of insurable prop- 


erty. 


The author—Mr. Iago is vice president of the 
Fidelity and Deposit and American Bonding 
Companies, joining them in 1921. 


JOHN J. IAGO 


A salesman of insurance is rather 
happily situated so far as the 
money institutions is 
concerned. He is in the position of 
being able to offer, to most of the 
insur- 


of business 


eligible business concerns, 
ance coverages against nearly all 
the fortuitous risks, perils or con- 
tingencies that can result in the de- 
struction, stealing or disappearance 
of money. 

The endeavor of this article is to 
sketch out a description of the 
comprehensive cycle of insurance 
coverages on money that can be 
offered by an insurance salesman 
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to virtually any insurance-eligible 
industrial, manufacturing, commer- 
cial or mercantile business concern. 
Usually, the hub or core of any 
such cycle is the standard Money 
and Securities Broad Form Policy. 
That standard form was recently 
revised and this article endeavors 
to deal with the new and revised 
version of it. 

As used in this article, the word 
“money” includes all the various 
kinds of paper currency such as 
Federal Reserve notes, silver cer- 
tificates, government notes, bank 


notes, and, in addition, # includes 
coins and bullion. Nowadays many 
substitutes for “money” are com- 
monly used. Among these are such 


instruments as_ checks, drafts, 
money orders, promissory notes, 
trade acceptances, bonds, deben- 
tures and other written or printed 
orders or promises to pay money. 
As used in this article, the word 
“securities” includes all such in- 
struments and, in addition, all 
other negotiable or non-negotiable 
instruments or contracts represent- 
ing property, such as, for example, 
warehouse receipts, bills of lading, 
stock certificates, and the like. In 
many instances, when “securities” 
are destroyed, stolen or lost, the 
consequences are just as unfortu- 
nate for the owners or custodians 
as if the money represented by 
them had suffered that fate. 
Virtually every business concern 
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of whatsoever kind accumulates 
some money or securities or both 
in its premises every day as a re- 
sult of its usual business opera- 
tions. The full amount of any in- 
surance granted under the “loss in- 
side the premises” insuring agree- 
ment of a Money and Securities 
Broad Form Policy written in favor 
of a business concern, covers on all 
the money or securities in that con- 
cern’s premises against any fortui- 
tous destruction, disappearance or 
wrongful abstraction resulting from 
any cause whatsoever excepting 
only those relatively very few 
causes which are expressly and 
explicitly excluded by the terms of 
the policy. Any question as to 
whether some particular risk or 
peril or contingency is covered by 
that insuring agreement can be an- 
swered by the general statement 
that, unless it is clearly and defi- 
nitely excluded, it is covered. 


INTERESTING QUESTION 


One interesting question is as 
to whether destruction of money 
or securities of a business concern 
caused by fire occurring within the 
concern’s premises is covered by 
insurance. Ordinarily, that ques- 
tion would have the natural effect 
of directing attention to the Fire 
insurance policy or policies being 
carried by that concern. But an 
examination of a standard Fire in- 
surance policy will quickly dis- 
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close that none of the fire insur- 
ance affordable by it can apply to 
money or securities. The “Uninsur- 
able and Excepted Property” clause 
contained in every standard Fire in- 
surance policy stipulates that: “This 
policy shall not cover . . . money or 
securities.” That stipulation is to 
be found in the lines numbered 7 
to 10 in the most commonly used 
standard Fire insurance policy (the 
one that is used in about 43 of the 
states), and similar stipulations 
will be found in the other standard 
Fire policies. 


PROMINENT EXCEPTION 


With respect to the kinds of 
property covered, any standard 
Fire insurance policy form is rela- 
tively very broad in the sense that, 
when issued to cover contents of 
the premises of a business con- 
cern, it applies to virtually all the 
different kinds of property in that 
premises. However, there are some 
few exceptions and, as previously 
stated, money and securities are 
probably the most prominent 
among these. So regardless of how 
much fire insurance it may be car- 
rying, a business concern cannot 
look to any one of its standard 
Fire policies for recovery in the 
event that money or securities in 
its premises be burned up in the 
course of a fire. However, insur- 
ance afforded under the “loss in- 
side the premises” insuring agree- 
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ment of a Money and Securities 
Broad Form policy will apply to 
any such destruction of insured 
money or securities. 

What has just been said about 
the “fire” risk or peril is also ap- 
plicable to the various other perils 
that are customarily coverable un- 
der a standard Fire insurance pol- 
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icy form with an Extended Cov- 
erage Endorsement attached to it. 
For one illustrative example, the 
“windstorm” risk or peril may be 
cited. Some time ago the em- 
ployees of a company that operates 
a large memorial park in one of the 
metropolitan areas were at work in 
that company’s premises making 
up the daily bank deposit. It was a 
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warm summer day and all the win- 
dows in the premises were open. 
A sudden wind squall blew in 
through one window, swept a 
batch of money from the cashier’s 
desk and blew it out through an- 
other window. The premises were 
located on an upper floor in a large 
building and little of the 
money was recovered. The net loss 
was almost $10,000. 


very 


Nor APPLICABLE 


Insurance affordable 
Extended Coverage Endorsement 
attachable to a standard Fire insur- 
ance policy would not apply to any 
that kind because of the 
stipulation in the basic policy to 


under an 


loss of 


the effect that money and securities 
are excluded. Only broad form in- 
surance of the kind that is afford 
able under the “loss inside the 
premises” insuring agreement of 
an M & S Policy would be applic- 
able. And that is likewise true of 
destruction of money or securities 
within a business concern’s prem- 
ises caused by explosion, falling 
aircraft, something dropping from 
an aircraft, or an aircraft crash- 
ing against the building, or any of 
the other risks or perils enumerated 
in the Extended Coverage En- 
dorsement. 

Many other occurrences that can 
cause the destruction or loss of in- 
sured money and securities, such 
as flood, other water damage, 
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earthquake, etc., etc., are likewise 
coverable under the M & S broad 
Form Policy. 

The aforegoing observations are 
not intended to create any impres- 
sion that the Fire-EC risks or perils 
are the only ones to which insur- 
ance affordable under the M & S 
Policy applies. Neither are those 
observations intended to suggest 
any criticism or disparagement of 
the standard Fire insurance policy 
forms or the EC Endorsement. 
Rather, the intention is to empha- 
size right at the beginning that, 
although the M & S Policy is clas- 
sified as a burglary-theft insurance 
form, it is not limited in scope 
solely to burglary or theft losses. 
Some readers of this article who 
may have heard of the M & S Pol- 
icy as a burglary-theft insurance 
form may have failed to grasp the 
real breadth and scope of the cov- 
erages affordable by it. 


At the time when burglary in- 
surance underwriters were about to 
ask for legislation by the various 


states to enable them to grant 
broad comprehensive coverages on 
money and securities, there were 
consultations between them and 
Fire Insurance Underwriters as to 
whether the contemplated broad- 
form insurance should include fire 
and related risks. After extended 
discussions, the Fire Insurance Un- 
derwriters amicably agreed that 
those risks should be included be- 
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Every business concern accumulates 


cause, for a number of reasons, 
they did not want to remove the 
“uninsurable and Excepted Prop- 
erty” clauses from the standard 
Fire insurance policies, or to make 
any major changes in those clauses. 

Although the fire and other de- 
struction insurance coverages af- 
fordable under the M & S Policy 
are very important and add mate- 


rially to the value and attractive- 


money or securities or both every day 


ness of that form, they are not the 
really most important of the vari- 
ous component coverages. A ma- 
jority of the losses of money or 
securities that are sustained by 
industrial, manufacturing, commer- 
cial or mercantile business con- 
result from the many and 
varied kinds of dishonest acts. 
Figuratively speaking, the fire and 
other destruction insurance afford- 


cerns 
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able under an M & S Policy may 
be likened to the ice cream on a 
large helping of pie a la mode; 
the dishonesty and disappearance 
coverages being comparable to the 
pie itself. 


OpENING GAMBIT 


However, the fire and related 
destruction coverages may have a 
value to an insurance salesman 
greater than their intrinsic im- 
portance would seem to warrant. 
When he is trying to establish him- 
self in the good graces of the man- 
ager or proprietor of a business 
concern which does not carry an 
M & S Policy, an insurance sales- 
man may find that an effective 
way to open a conversation is to 
ask whether adequate fire insur- 
ance is carried on the property 
in the concern’s premises. Usually, 
the answer will be that an abun- 
dance of such insurance is being 
carried and that no more is needed. 
Then a question as to how much 
of that insurance applies on the 
money and securities in the prem- 
ises will usually elicit either a 
statement of an impression to the 
effect that all such insurance ap- 
plies or else a statement to the 
effect that the one answering the 
question doesn’t know. In either 
case the insurance salesman can 
then call attention to the “Unin- 
surable and Excepted Property” 


clause in the standard form of 
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fire insurance policy and point out 
that, so far as money and securities 
are concerned, an M & S Policy 
picks up where a Fire insurance 
policy leaves off. By that kind of 
an approach, an insurance sales- 
man can quickly and easily and 
smoothly get into his subject under 
very favorable auspices,—assuming, 
of course, that the business con- 
cern is not already carrying an 
M & S Policy. 


Two AGREEMENTS 


There are two insuring agree- 
ments in the M & S form of policy. 
In every typically normal case, an 
appropriate amount of insurance 
should be provided under each. In 
unusual cases wherein for some 
unusual reasons one of the two 
coverages may not be needed, in- 
surance can be provided under 
only one of the two agreements. 

The first of the two insuring 
agreements is designated the “loss 
within the premises” or Coverage 
A agreement, and the insurance 
company’s basic obligation under 
it is: 

“To pay for loss of money and 
securities by the actual destruc- 
tion, disappearance or wrongful 
abstraction thereof within the 
premises.” 

The second insuring agreement 
is designated the “loss outside the 
premises” or Coverage B agree- 
ment, and the insurance company’s 
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basic obligation under it is: 

“To pay for loss of money and 
securities by the actual destruc- 
tion, disappearance or wrongful 
abstraction thereof outside the 
premises while being conveyed 
by a messenger.” 

The term “wrongful abstrac- 
tion,” as used in those insuring 
agreements, is broad enough to 
include within its meaning any 
disappearance of insured money 
or securities known to have been 
caused by some kind of dishonest 
act such as burglary, robbery, 
hold-up, theft, common-law or 
statutory larceny, fraud or any of 
the others. And, going a step fur- 
ther, the word “disappearance,” as 
used in the two insuring agree- 
ments, includes any other disap- 
pearance of insured money or se- 
curities whether it be mysterious 
or non-mysterious, due to a known 
cause or to some cause unknown. 
The only exceptions are, as was 
pointed out earlier in this article, 
those causes which are expressly 
and explicitly excluded by the 
“Exclusions” set forth in the policy. 

As a prelude to taking up the 
“Exclusions,” it will be well first 
to deal with Condition 4 of the 
M & S Policy. Although it is not 
an “Exclusion” itself, this Condi- 
tion is basically related to several 
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? 


of the “Exclusions.” Condition 4 
stipulates that “the Insured shall 
keep records of all the insured 
property in such manner that the 
company can accurately determine 
therefrom the amount of loss.” 
Obviously, Condition 4 imposes an 
obligation upon the Insured. How- 
ever, this obligation is not at all 
onerous because it is virtually im- 
possible to conceive of any busi- 
ness concern operating nowadays 
without regularly keeping records 
of the property owned or held by 
it. An identical or similar condition 
is contained in virtually every form 
of insurance policy which is in- 
tended to be issued in favor of 
business concerns and which is 
designed to make available in- 
surance on_ tangible corporeal 
property. The burglary insurance 
manual rule which defines those 
eligible to be insured under the 
M & S form of policy makes pro- 
vision to the effect that this form 
may be issued in favor of any 
kind of a business concern other 
than a bank or similar financial in- 
stitution. The definition of “money” 
contained in the Money and Se- 
curities Policy clearly shows that 
the word is used to refer to tan- 
gible, corporeal items and is not 
used in any abstract or intangible 
sense. 


f This is the first instalment of a two-part article. The | 
| second instalment will appear in the January issue. J 
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Accident and Health Insurance 


The following is an address re- 
cently delivered by Mr. Ellis before 
the Bureau of Accident and Health 
Underwriters in Colorado Springs, 
Colo. It is published here in re- 
sponse to numerous requests. 


‘T BELIEVE I AM CORRECT IN saying 
I that relatively few people in fire 
aad casualty business realize that in 
the single year—1953—accident and 
health insurance accounted for ap- 
proximately $2,300,000,000 in pre- 
miums. Nor are they fully aware 
that this branch of our business 
ranked third in premium volume. 
First came life insurance and then 
the aggregate of all forms of auto- 
mobile insurance. Thus we see that 
the accident and health business is 
larger in volume than fire, automo- 
bile physical damage, automobile 
liability or the total of all other 
casualty lines except automobile. 
Yes, it really is big business. 

I cite these figures not to impress 
those present who are undoubtedly 


The author—Mr. Ellis is vice president of 


the Fireman’s Fund Group. He joined Fire- 
man’s Fund in 1936 and has been in charge 


of their nationwide indemnity operations 


since 1950. 
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familiar with them already, but 
rather to lay the groundwork for 
the thoughts I am about to express 
relating to the responsibilities and 
opportunities in the accident and 
health field. 

Of the total business 
accident and health business in 
1953, a little in excess of $1,600, 


000,000 or 70 percent was written 


done in 


by life companies and the balance, 
about $680,000,000 or 30 percent 
was done by fire and casualty com- 
panies. I emphasize the latter to 
my associates in the casualty and 
property insurance field to high- 
light the actual and potential im- 
portance of the accident and health 
business and the 
available to them for service to the 


opportunities 


American public in this vast under- 
taking. 

Since so large a portion of the 
accident and health business trans- 
acted is written by life companies 
and companies specializing in the 
disability field, it is largely devel- 
oped by producers who concentrate 
most of their efforts on life and 
accident and health protection. I 
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mention this because it is my 
opinion relatively little effort is be- 
ing made by the average casualty 
and property insurance producer to 
write disability lines. Over the years 
I have talked to many local agents 
and brokers on this subject and too 
few of them are interested in ag- 
gressively soliciting disability busi- 
ness. Most of them claim they do 
not know anything about it and a 
disappointingly large number don’t 
want to find out. Their attitude is 
that disability coverage interferes 
with the handling of other business 
of a client. They contend that if 
they have any difficulty in settling 
an accident and health claim, they 
stand a good chance to lose the 
over-all account. It is obvious, of 
course, that producers who take 
this attitude have not fully ap- 
praised the current situation. Like 
a lot of the American public and 
some of our magazine and news- 
paper feature writers, they are 
thinking in terms of the extremely 
small percentage of claims with 
which there is difficulty. It is also 
well known that these cases are 
usually concentrated in a_ small 
fraction of all the companies writ- 
ing the business. 

While my company does not do 
a large accident and health busi- 
ness, I cannot, at the moment, re- 
member a single instance where a 
claim has been referred to me be- 
cause of some complaint from a 
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policyholder or there has been un- 
due difficulty in arriving at an 
equitable settlement. Like other re- 
sponsible companies, we adjust and 
pay our disability claims as we do 
all other obligations. The old idea 
that these transactions have an 
adverse effect upon other business 
is based on misinformation or lack 
of understanding of the up-to-date 
facts. 

Actually, an agent or broker is 
subject to criticism if he neglects 
a client’s disability protection and 
leaves him without adequate cover- 
age or in the hands of a salesman 
more interested in selling policies 
than in providing an adequate pro- 
gram of insurance. The conscien- 
tious agent in the general insurance 
field wants to be looked upon as a 
professional man. It is his respon- 
sibility to determine all of the 
needs of his clients just as it is the 
duty of the family doctor to diag- 
nose illnesses and prescribe reme- 
dies. 


VALUABLE PossESSION 


Disability coverage should serve 
in the same capacity as fire, liabil- 
ity, burglary or automobile protec- 
tion. It should be adequate and 
ready to function when calamity 
strikes. Accident and health insur- 
ance protects a man’s most valu- 
able possession—ability to work and 
earn a living. It seems to me that 
an agent who does not include such 
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coverage in his attention to his 
client’s requirements is leaving 
himself wide open to censure, and 
vulnerable to competition. We hear 
so much nowadays about the com- 
petition of direct or non-agency 
writers and speciality writers, espe- 
cially in the automobile field. Is it 
not reasonable to conclude that if 
an agent conscientiously assumes 
and discharges properly the re- 
sponsibility for a client’s entire in- 
surance needs, it is less likely that 
he will lose a line like automobile 
to a direct writing company whose 
principal inducement is _ lower 


price? A competent agent can point 
out that he is taking care of his 
customer’s complete program of 


protection and for many reasons it 
is not in the client’s best interest to 
divide his insurance in several parts 
and have different agents looking 
after it. Moreover, the agent should 
not overlook the fact that his com- 
mission on a well developed dis- 
ability program may equal or ex- 
ceed the income he gets on all of 
the balance of the client’s insurance. 
The “catch,” to use the colloquial, 
is that accident and health insur- 
ance must be sold while fire and 
automobile insurance is often 
bought. 

I am pleased to see indications 
that the attitude of the average 
agent toward disability insurance is 
gradually changing. A number of 
the larger agencies and brokerage 
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houses have organized disability 
departments. They are specializing 
in such coverage along with and 
supplementing pension plans and 
other employee benefit programs 
and thus are providing means to 
more adequately take care of peo- 
ple before and after retirement. 
Unfortunately, the widespread 
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sale of hospitalization and group 
disability coverage has given some 
people the impression that the field 
for the sale of individual accident 
and sickness policies is going to 
become limited. There is little basis 
for any such conclusion. In fact, 
development of group business 
generally should be the means of 
stimulating the sale of more ade- 
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quate disability coverages which 
can only be purchased intelligently 
by analyzing the individual’s re- 
quirements and suggesting appro- 
priate protection. The same situa- 
tion arose during and after World 
War I when some life insurance 
salesmen came to the conclusion 
that because the government had 
sold most of the servicemen life 
insurance in $10,000 units, there 
was little opportunity for further 
sales to individuals. We, of course, 
know how wrong these pessimists 
were. Everlasting credit must go to 
those in the life business who took 
a different attitude and with ad- 
mirable enthusiasm began selling 
insurance to people in units of 
$5,000, $10,000 and $20,000 in- 
stead of $1,000, $2,000 and $5,000 
as they had before. 

The accident and health busi- 
ness can point with pride to the 
fact that premiums in the line ex- 
ceeded $2,000,000,000 in 1953. It 
can also take a great deal of credit 
for the fact that somewhere in the 
neighborhood of 100,000,000 peo- 
ple are protected by some form of 
disability insurance. 


UNTOUCHED FIELD 


Substantial progress has been 
made, but actually the field for such 
insurance has only been touched. 
Unfortunately there are not enough 
people engaged in selling disability 
insurance, and I believe it is our 
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responsibility to interest more pro- 
ducers in the coverage. I emphasize 
this because, among other reasons, 
there is an ever-increasing pressure 
politically and otherwise to “do 
something” about securing more 
adequate protection for more peo- 
ple. If the business does not meet 
this challenge, the politicians and 
government threaten to do so. 
Into this breach our general 
writing casualty companies and 
their agents can step with great 
credit to themselves and service to 
the public. They have been preach- 
ing the story of adequate coverage 
in property and liability insurance 
to the point where under-insurance 
is the exception rather than the 
rule. This is not so in the disability 
business. I venture the opinion that 
in relation to a person’s exposure to 
loss in earning capacity and heavy 
expenses for hospitals and doctors, 
there is more serious under-insur- 
ance and inadequacy of protection 
in the disability field than in any 
other. Too many people believe 
that they have adequate protection 
because they have a modest acci- 
dent policy, maybe a hospitaliza- 
tion plan of some sort and are 
covered by workmen’s compensa- 
tion insurance. How appallingly 
wrong they are becomes apparent 
when serious injury or illness oc- 
curs. A long period of hospitaliza- 
tion with accompanying medical 
and surgical expenses, loss of in- 





ACCIDENT AND HEALTH INSURANCE 


Disabilities coverage should be ready to function when calamity strikes 


come for an extended period and 


possibly for life—situations like 
these reveal the woeful inadequacy 
of such a limited insurance pro- 
gram. 

Too much attention 
devoted to coverage of small claims 
and not enough to those that fall 
in a major category. Small claims 
can be taken care of by stretching 
the family budget, but without 


has been 


adequate protection the serious 
cases can impair the family finan- 
cially for lifetime. Not enough rec- 
ognition has been given to this 
possibility in developing policies 
covering hospital, surgical and 
medical expense. The business did 
not follow the pattern set with loss 
of time contracts where there are 
often varying waiting periods so 
that insurance protection would 
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apply only after nominal losses had 
been absorbed by the insured. This 
principle was understandable and 
acceptable, but for some reason, 
probably competitive, it was largely 
ignored in the development of hos- 
pital, surgical and medical expense 
coverages. Here we use up a large 
portion of the insured’s premiums 
in paying relatively unimportant 
losses and in the expense of han- 
dling such claims. In other dis- 
ability policies we have too many 
frills or fringe benefits that seldom 
come into play and merely dress 
up what otherwise might be a rela- 
tively unattractive contract. 


CATASTROPHE COVERAGE 


The average family should have 


at least a liberal schedule of hos- 
pital and surgical-medical coverages 
with deductibles ranging from $50 
to $500 depending upon the family 
budget and other 
Some progress has been made in 
this direction by a few companies 
who have offered what is commonly 


circumstances. 


known as major medical insurance 
or catastrophe coverage. However, 
relatively little has been accom- 
plished and won't be until a larger 
segment of the industry takes a 
more part in developing 
coverage of this type and offering 
it under policies which will recog- 
nize that a large proportion of the 
premium charged for such protec- 
should be returned to the 


active 


tion 
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policyholders in benefits. This will 
mean that all expenses incurred in 
handling the business will have to 
be kept to a minimum, and simi- 
larly the long term underwriting 
profit in the premium structure can 
be only a modest one. 

Necessarily there will be involved 
a large amount of research and ex- 
periment, even trial and error. We 
at Fireman’s Fund have been doing 
this for some time and feel we have 
made some progress. As mentioned 
earlier, we intend to be more active 
a factor in the writing of accident 
and health coverages as a major 
part of our multiple line operations. 
With this in mind, we first experi- 
mented with group hospital, surgi- 
cal and medical coverage on our 
own employees which number over 
five thousand. Instead of following 
the pattern of the carrier which 
had written the business previously, 
we decided to issue a blanket con- 
tract in two layers, the first for 
$500 excess of $25 deductible and 
the second for $5,000 excess of 
$525. As indicated, these coverages 
are on a completely blanket basis 
with the exception of $300 maxi- 
mum surgical limit in the primary 
and $1,000 in the excess. The com- 
pany pays 75 percent of claims 
under the latter and the employee 
absorbs the balance. 

We had no experience and there- 
fore no rates on this type of cover- 
age, but we developed premiums 
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by analyzing the experience of the 
previous carrier whose policy was 
on a schedule basis. Somewhat to 
our satisfaction, we later found 
that the premium we calculated as 
being necessary to carry the cover- 
age was adequate an_! if experience 
continues as well as it has, we will 
be able to reduce it. In our case, 
Fireman’s Fund pays for all the 
primary coverage and the major 
medical is paid for by the employ- 
ees on an optional basis. About 88 
percent of our staff have elected to 
purchase the supplemental cover- 
age. This we believe is a good indi- 
cation that most people think such 
protection is essential and will pur- 
chase it if the price is anywhere 
within reason. 


SUCCESSFUL EXPERIMENT 


Following this successful effort 
on our own employees’ protection, 
we embarked in the outside field 
in a modest way, inviting several 
policyholders to join us in experi- 


menting with similar coverage. 
Here, too, the experiment as far as 
it has gone has been successful, 
and present indications are that 
our original premium calculations 
in most instances can be modified 
downward. There have been no 
unexpected complications arising 
out of any of these efforts. Claims 
have been handled and paid with 
dispatch, and all evidence points 
to high degree of employee appre- 
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ciation and consequent improve- 
ment in employer-employee rela- 
tions. 

We also have in the planning 
stage an individual major expense 
policy which we hope to be able 
to announce before the end of this 
year. We have been handicapped 
in this effort by the lack of organ- 
ized research. I would hope the 
Bureau would undertake to analyze 
policy forms, rates, experience and 
other factors concerning this rela- 
tively new coverage. Certainly its 
potentiality can be more quickly 
and effectively developed if more 
companies become interested and 
can have the benefit of the experi- 
ence of those who have already 
pioneered the field with great credit 
to themselves. 

Fireman’s Fund has also devel- 
oped a completely new portfolio of 
individual policies. We have tried 
to feature broader coverage, easily 
understood contracts, modified pre- 
miums and simplification of our 
application and all features of han- 
dling the business. Concurrently 
with the announcement of these 
contracts, we launched a_nation- 
wide advertising and _ publicity 
campaign beamed at local pro- 
ducers. Coupled with this we de- 
veloped a very attractive accident 
and health sales kit as a part of our 
well known “Production for Profit” 
series. Its purpose was to promote 
interest, educate and stimulate the 
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sale of accident and health protec- 
tion. It is gratifying that over 13,000 
local producers asked for these kits 
and over 1,000 have already taken 
advantage of our Home Study 


Course and have actually sent in 
examination papers for grading. 
This, we believe, is evidence that 
the average general writing local 
agent can be interested in accident 


insurance, but 
from 


health 
need encouragement 
companies. 

As with other companies, one of 
our principal difficulties has been 
to find experienced and competent 
executive and other trained per- 
sonnel to plan and handle this busi- 
ness. We recognize the additional 
risk involved in undertaking it with- 
out a sufficiently extensive and ex- 
perienced staff. To a great extent 
this was overcome in our case by 


and many 


their 


the employment of an actuary well 
trained in the accident and life 
fields. We also have on our staff 
several excellent accident and 
health and group men, nevertheless 
progress has been impeded by the 
difficulties inherent in too small a 


group no matter how earnest and 
competent. 

Fireman’s Fund believes there is 
a tremendous future in the acci- 
dent and health business. We are 
also of the opinion that the full 
realization of this future involves 
grave responsibilities combined 
with big opportunities. The field 
is so vast that its ultimate develop- 
ment will require the joint effort 
of all types of companies—life, 
specialty and general writing—and 
a far greater interest on the part 
of the average insurance producer. 
Also it will need the understanding 
and cooperation of doctors and 
hospitals, a subject too important 
to deal with even incidentally in 
this address. We are convinced that 
accident and health is a_ highly 
ethical business of great stature, 
integrity and in the public interest 
and one that should be fully de- 
veloped by private enterprise! We 
are sure it can be and are com- 
mitted to do our share in that di- 
rection. I am equally certain we 
will have a lot of good company. 


A female voice came over the phone: “Is this 
the Fidelity Insurance Company?” 


“Yes, ma’am.” 


“Well,” said the voice, “I want to speak to 
someone about insuring my husband’s fidelity.” 


—VAIA (Va.) News 





Here is the answer to the real 
need for protection against 
loss of earnings of the small 
mercantile and non-manufac- 
turing business in simplified 
form 


New Earnings Policy for Merchants 


HE NEW STANDARD EARNINGS 

Insurance policy form is the 
answer of the fire companies to re- 
quests for a simplified form of 
Business Interruption Insurance 
more saleable to managements of 
small mercantile and non-manufac- 
turing businesses than the Gross 
Earnings Form No. 3. 

Although the Gross Earnings 
Form, which has been available 
during the past fifteen years, is 
conceded to be an excellent con- 
tract and has been purchased by 
80 percent of the merchants carry- 
ing Business Interruption Insurance, 
many insurance salesmen have re- 
frained from efforts to sell it be- 
cause of lack of confidence in their 
knowledge of its operation. This 
neglect has been particularly no- 
ticeable and regrettable when it 
has resulted in depriving manage- 
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ments of small retail and service 
businesses of the proven benefits 
of insurance against loss of earnings 
resulting from damage to business 
premises. 

Since the Contribution (Coinsur- 
ance) Clause in the Gross Earnings 
Form has been chiefly blamed for 
the reluctance of salesmen to sell 
it, the clause is omitted from the 
new Earnings Form and in its place 
has been inserted the provision 
that the Insured’s recovery for loss 
sustained in any period of thirty 
consecutive calendar days is limited 
to 25 percent of the amount of in- 
surance purchased except in Pacific 
Coast territory where the limit in 
the similar form is 33-1/3 percent. 

Because of the replacement of 
the Coinsurance Clause with a 
monthly limit, merchants can pur- 
chase as little as or much insurance 
as may be desired without disclos- 
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ing to salesmen any data respecting 
annual sales and costs and expenses. 
A merchant may even purchase 
twenty-five (for example) dollars 
worth of coverage under the Earn- 
ings Insurance Form with as little 
thought as he would devote to the 
purchase of twenty-five cents worth 
of candy. Whether the amount so 
purchased is adequate for his needs, 
and what the salesman’s attitude 
toward such a purchase should be, 
are matters to be later discussed. 
As the operation of the percent- 
age limit upon recovery in any 30 
consecutive days is of considerable 
importance, salesmen should under- 
stand (1) that in case of claim for 
loss the actual loss sustained dur- 
ing each period of 30 consecutive 
days of business interruption will 
be separately determined and paid 
up to 25 percent (33-1/3 percent 
in Pacific Coast States) of the total 
amount of insurance, (2) that any 
shortage in recovery in one such 
period cannot be included in the 
recovery for a subsequent period, 
(3) that any excess of insurance 
over loss sustained in any such 
period is subsequently recoverable 
if interruption of business extends 
beyond 120 (90 in Pacific Coast 
States) consecutive days, subject, 
of course, to the percentage limit, 
and (4) that there is no provision 
for prorating recovery within any 
period of 30 consecutive days. 
Therefore the Insured who de- 
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sires 100 percent recovery of the 
loss of earnings he can sustain must 
determine (a) the maximum amount 
of loss sustainable during any pe- 
riod of 30 consecutive days, and 
(b) the maximum possible length 
of time, including the period men- 
tioned in (a), which will be re- 
quired, under the worst possible 
conditions, to repair and replace 
the most extensive physical damage 
that can be caused by a fire or 
other peril insured against. 

The maximum sustainable amount 
of loss mentioned in (a), is the 
sum of the anticipated net profit 
(sales less all costs and expenses) 
and only such of the operating ex- 
penses as must necessarily continue 
during business interruption includ- 
ing taxes, rent, interest, and pay- 
roll of employees who must be re- 
tained to assure resumption of 
business with the normal quality of 
service. 


An EXAMPLE 


For example, assuming the maxi- 
mum amount of loss sustainable by 
a merchant not located in a Pacific 
Coast State is $2,500 during any 
period of 30 consecutive days, and 
not more than 120 consecutive days 
will be required to replace building 
and contents following the worst 
conceivable damage, the _ total 
amount of insurance required is 
$10,000. But if the prospects are 
that more than 120 days will be 
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required for repairs and replace- 
ments, the total amount of insur- 
ance should be _ proportionately 
increased. If an amount sufficient 
for a six months period of business 
interruption, i.e., $15,000 is pur- 
chased, the amount of $1,250 by 
which $3,750 (25 percent of 
$15,000) recoverable in any period 
of 30 consecutive days, exceeds 
$2,500 (the actual sustained loss 
per period) multiplied by 4, pro- 
vides the $2,500 which is recover- 
able for loss sustained during each 
of the fifth and sixth periods of 30 
consecutive days of business inter- 
ruption. 

The same merchant located in a 
Pacific Coast State would need in- 
surance of only $7,500 to recover 
$2,500 in any 30 days but the in- 
surance could be exhausted in three 
instead of four months. If $15,000 
sufficient for six months were pur- 
chased, the amount of $2,500 by 
which $5,000 (33-1/3 percent of 
$15,000) exceeds $2,500, multi- 
plied by 3, would provide the 
$2,500 which is recoverable for 
loss during each of the fourth, fifth 
and sixth periods of 30 consecutive 
days of business interruption. 

In response to requests for a 
short easily explained contract the 
new Earnings Insurance Form con- 
tains the minimum of necessary 
phraseology. In case of loss the 
amount is determined by deducting 
from actually prevented “earnings” 


NEW EARNINGS POLICY FOR MERCHANTS 19 


(defined as net profit plus earned 
operating expenses) the expenses 
which do not necessarily continue 
during necessary interruption of 
business during the time required 
to rebuild, repair or replace dam- 
aged or destroyed property, subject 
to the 25 percent (33-1/3 percent 
in Pacific Coast States) limitation 


H. C. Klein 


heretofore explained. Any expenses 
necessarily incurred to reduce the 
loss of earnings are paid not ex- 


ceeding the amount by which the 
loss is thereby reduced. If as a re- 
sult of the perils insured against, 
access to the Insured’s premises is 
prohibited by order of civil author- 
ity the resulting actual loss of his 
earnings is paid for not exceeding 
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two consecutive weeks. Any loss 
paid does not reduce the amount 
of the policy in case subsequent 
losses occur. 

The new form may be written 
either under a separate policy, or as 
a separate item of a policy that also 
covers against physical loss to 
building or contents or both. Prem- 
ises situate at two or more locations 
may not be covered blanket by one 
amount of insurance because the 
contract lacks a Coinsurance or 
Pro Rata Distribution Clause. 


Goop PROsPECT 


The management of any business 
net engaged in manufacturing that 
(1) occupies premises, and uses 
equipment and materials, both re- 


placeable in not more than 120 
consecutive days following damage 
or destruction by fire or any of the 
other perils fire insurance compa- 
nies insure against, and (2) is un- 
willing to purchase any form of 


Business Interruption Insurance 
policy that contains a Contribution 
(Coinsurance) Clause applying to 
annual earnings, or (3) desires to 
exclude from coverage certain 
sources of earnings, is a particu- 
larly good prospect for the pur- 
chase of the new form of Earnings 
Insurance. 

Examples are small mercantile 
businesses or service businesses 
such as restaurants, hotels, boarding 
houses, sanitariums, funeral homes. 
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automobile service stations, clubs, 
dentists; also businesses desiring to 
exclude certain earnings from cov- 
erage such as physicians and sur- 
geons who desire to insure only 
earnings directly dependent upon 
their office premises, merchants 
who object to coverage of earnings 
from sales of merchandise not 
stocked on their own premises, and 
automobile dealers who desire to 
exclude from coverage the earn- 
ings from sales of new cars, whereas 
none of such earnings may be ex- 
cluded if other forms of policy are 
purchased. Newly established busi- 
nesses under experienced manage- 
ment earning their expenses whether 
or not a net profit is also being 
earned, are also good prospects for 
this new contract since they lack 
a reliable basis for determining the 
amount of insurance required to 
comply with a Coinsurance Clause 
based upon future earnings. 
Obviously the rate charged for 
the new form must exceed the rates 
charged for the other forms since 
because it lacks a Coinsurance 
Clause and under-insurance is likely 
among small mercantiles, under- 
writers are subject to payment in 
full of many partial losses that 
would be reduced by a coinsurance 
penalty under the other Business 
Interruption Forms. As the new 
form competes chiefly with the 
Gross Earnings Form No. 3, their 
premium costs, as well as their con- 
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The small mercantile business is a rich but sparsely cultivated field 


ditions, must be compared. Since 
the rate formulas for the new form 
vary by territory and space avail- 
able does not permit their tabula- 
tion, it is sufficient for this discus- 
sion to record the percentages by 
which the rate of the new form 
exceeds the rate of the Gross Earn- 
ings Form in the case of a building 
of brick joisted construction under 
good public fire protection. 


Such percentages are 87.5 per- 
cent in Eastern and Southern States 
except Rhode Island and Texas in 
which the new form is not avail- 
able, 67 percent in New York City 
and Midwestern States including 
Arkansas, and 150 percent in Pa- 
cific Coast territory. These differ- 
entials also apply if the building is 
of fire resistive construction except 


in Midwestern States where the 
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differential is 316 percent. 

Translating rates into premium 
costs, a merchant occupying a brick 
building under good public protec- 
tion with a Gross Earnings Form 
fire rate of 0.40 and annual “gross 
earnings” (annual sales less cost of 
merchandise and supplies) of $24,- 
000, would pay the following pre- 
miums for the new form compared 
with a premium of $48 for $12,000 
fire insurance under the Gross 
Earnings Form contains the 50 per- 
cent Contribution Clause. 


UNIFORM EARNINGS 


If his monthly earnings are uni- 
form with gross earnings $2,000 
during each period of 30 consecu- 
tive days during which he may sus- 
tain a loss of $1,700 in net profit 


plus necessarily continuing ex- 
penses, he will probably purchase 
$6,800 (four times $1,700) fire 
insurance under the new form. For 
this he will pay $51 if his business 
is in an Eastern or Southern State, 
$45 if in New York City or a Mid- 
western State, or if in a Pacific 
Coast State $51 for insurance of 
$5,100 (three times $1,700). 

But if his earnings are seasonal 
indicating a sustainable loss of 
$2,500 if his business is interrupted 
during the 30 days when earnings 
are greatest, he would probably 
buy fire insurance of $10,000 under 
the new form for which he would 
pay $75 if he is located in an East- 
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ern or Southern State, $66.70 if in 
New York City or a Midwestern 
State, or $75 for insurance of 
$7,500 (three times $2,500) if lo- 
cated in a Pacific Coast State. 
Comparing these premium costs 
with the premium of $48 payable 
for $12,000 fire insurance under 
the Gross Earnings Form, the fol- 
lowing conclusions can be drawn: 

(1) For a business with uni- 
form earnings occupying prem- 
ises that can be rehabilitated 
within 120 days, if fire insurance 
adequate for any 30 consecutive 
days is purchased the cost of the 
new form is likely to be lower 
than the cost of the Gross Earn- 
ings Form only in the Midwest- 
ern States, and the total amount 
of insurance recoverable in the 
event unforeseen contingen- 
cies prolong the time for re- 
habilitation beyond 120 days 
will be considerably and perhaps 
dangerously lower than that re- 
coverable under the Gross Earn- 
ings Form. Moreover the amount 
of insurance available under the 
new form for each 30 con- 
secutive days may also be con- 
siderably lower by reason of the 
percentage limitation, than is 
available under the Gross Earn- 
ings Form. 

(2) For a business with sea- 
sonal earnings occupying prem- 
ises that can be rehabilitated 
within 120 days, if insurance 
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adequate for any 30 days of peak 
(greater than average) earnings 
is purchased, the cost of the new 
form is very likely to be higher 
(the extent depending upon ter- 
ritory) than the cost of the Gross 
Earnings Form. Moreover both 
the total amount of insurance 
and the amount available per 
30 days of business interruption 
may be considerably lower than 
available under the Gross Earn- 
ings Form in the event unfore- 
seen contingencies prolong re- 
habilitation or increase earnings 
in any period of 30 days or both. 

(3) Of course if less than an 
amount of insurance adequate to 
indemnify for sustainable loss in 
any 30 consecutive days is delib- 
erately purchased under the new 
form, a premium cost substan- 
tially lower than payable for the 
Gross Earnings Form can be se- 
cured. While such a purchase 
can be justified on the theory 
that “half a loaf is better than 
none,” it is not the act of a pru- 
dent executive of a business that 
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exists for no other reason than 
to operate at a profit and who 
should therefore fully insure that 
profit against loss due to busi- 
ness interruption resulting from 
property damage. 

The recent promulgation of the 
new Form presents a challenge to 
agents and brokers which they can- 
not afford to ignore. Since they 
now have the simplified contract 
they requested, the next move is 
theirs—to sell it to small eligible 
businesses and thereby atone for 
their previous neglect of that class 
of businesses, or to use it as a door 
opener in prospecting for the Gross 
Earnings Form No. 3. Nor can they 
afford to ignore the opportunity the 
new form presents to garner new 
premiums and commissions in a 
rich but sparsely cultivated field 
where there is a real need for pro- 
tection against loss of earnings par- 
ticularly by sole proprietors for 
whom Business Interruption Insur- 
ance or Earnings Insurance is 
family living standard maintenance 
insurance. 


Have you heard about the two dogs walking 
down the street? One says: “I feel miserable.” 
The other dog replied: “Why don’t you go to a 
psychiatrist?” “You should know,” was the 
plaintive reply, “I’m not allowed on the couch.” 


—Canadian Underwriter 





The five basic points to be 
considered in making an in- 
surance survey are explored 
by the author in addition to 
the many other steps which 
are also necessary 


Surveys for Agents 


HE BUYING PUBLIC IS MORE 


it fits into our everyday economic 
life, than ever before. 

There are a number of strong 
influences which have sharpened 
this awareness. Automobile finan- 
the 
of homeowners, 


aware of insurance, and how 


responsibility laws; in- 
creased number 
who are required by mortgagees 


to carry insurance; proposals in 


cial 


government legislatures for vari- 
ous compulsory medical insurance 
plans; these are a few of the most 
easily recognizable ones. 

As the public becomes more fa- 
miliar with the insurance mecha- 
nism, it questions such elements as 
the amount of premium paid and 
the service rendered. There are in- 
dications that certain important 
segments of the insuring public are 
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By FREDERIC L. BRENLIN 
attempting to eliminate the agent 
and his commission in order to re- 
duce insurance. costs. They have 
succeeded to some degree, if the 
increase in premium volume of the 
direct writers is meaningful. Un- 
fortunately, some agents have given 
cause to the insuring public to 
question the premium and service. 
Far too many have merely sold a 
policy, collected the premium for 
it, and mailed it out, 

In viewing these problems, we 
must keep in mind that the quality 
of the insurance business is con- 
tinually being improved. Profes- 
sionalization of the business has 
transformed the agent from an or- 
der-taker to an advisor or counselor. 
In order for the agent to be a suc- 
cessful agent, in the future, he must 
earn his commission through com- 
petent service. His compensation 
should be for service and advice— 





SURVEYS 


for the same purpose that a fee is 
paid to an accountant or a lawyer. 
The term “commission,” probably 
should be eliminated altogether. 
Nothing can help an agent more 
in meeting this higher standard de- 
manded by the public than the in- 
surance survey. An agent who is 
doing his job properly will not be 
content to sell individual policies 
line by line. He will seek to earn 
his “fee” by offering his client ex- 
pert advice and complete protec- 
tion according to his needs. In this 
way be will not only justify his 
fee, but will help perpetuate ow 
very desirable agency system. 
Probably the first 
made was when some alert agent 


survey evel 


discovered an error or omission in 
coverage and wrote a letter about 
it to the insured, proudly showing 
that he 
tailor-made coverage is not new 

only the idea of analyzing the total 
exposures and presenting a com- 


was on his toes. Selling 


plete insurance program in written 
form at one time is new. 

Let’s elaborate; just what do we 
mean by an insurance survey? The 
answer to this question can be 
stated in a number of ways, but 
however the answer is stated, it 
must include five basic points. First, 
the agent must win the confidence 
of the prospect, so that he will be 
sold on the idea of a survey and 
will surrender all his current pol- 
icies for study, When this is done, 
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it is wise to give a receipt for the 
policies. It will protect the agent 
when the policies are returned and 
is businesslike. Second, a thorough 
analysis is made of all the insurance 
and bonds currently carried. When 


this is done in this order, it will 
not only acquaint the agent with 
the exposures of the risk, but will 








a 
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save some of the prospect’s time 
when he is interviewed by the 
agent. Third, a personal inspection 
of all the exposures should be made 
along with an interview of the pros- 
pect. This is the most important 
step, because it forms the basis of 
a critical analysis and recommenda- 
tions of coverage. Fourth, after a 
personal inspection has brought out 
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the total exposures existing, then a 
comparison is made with the in- 
surance in force. This is a specially 
interesting step, and tests the ap- 
plication of the knowledge of the 
agent. Fifth, the recommendations 
for complete protection are pre- 
sented. All the work that has gone 
before is of little value unless the 
survey is presented properly. The 
recommendations should never be 
mailed, but should always be pre- 
sented in person by appointment, 
so that an explanation can be made 
of the coverages outlined. 

Stupy PRosPECTS 

Before approaching the idea of 
making surveys a permanent part 
of any agency’s selling program, 
one must realize that every pros- 
pect does not qualify for a survey. 
Only prospects who are potential 
insureds should be considered. It 
will not pay an agent to spend the 
time required for a good survey, 
if the prospect is not acceptable 
to the company underwriter, is not 
able to pay for the protection rec- 
ommended, nor is subject to special 
influences such as fraternal or po- 
litical influences, 

The best prospects are those al- 
ready on the agent’s books. There 
are very few accounts in an agent’s 
office which are saturated. The 
easiest way to increase premium 
volume and profits is to sell com- 
plete protection to insureds already 
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known to the agent. Not only is 
the selling job facilitated because 
of the agent’s familiarity with the 
insured’s background, but unit 
costs are reduced. 

A good time to sell the survey 
idea is when the agent either is 
delivering a renewal policy or is 
presenting a check for a loss. This 
also overcomes the common com- 
plaint that the insured never sees 
his agent, which is the greatest 
cause of loss of business to com- 
petitors who show an interest. 

Explain what the purpose of the 
survey is in language which a lay- 
man can understand. Show how it 
will apply to the prospect’s par- 
ticular business and that no charge 
will be made; and how it may even 
save him hundreds of dollars to 
have a complete program pre- 
sented. (Actually a survey should 
never be made free; there should 
always be the inference that at 
least some of the coverages de- 
scribed will be written with the 
agent. In a few cases, even a fee 
is proper.) Then ask for the priv- 
ilege of presenting an expert anal- 
ysis of the prospect’s insurance 
needs. Convey the idea of a service 
being offered, not the idea of some- 
thing being sold. It is recommended 
that a sample survey be shown to 
the prospect so he will be able to 
see what he is getting, and will not 
misunderstand the amount of work 
which the survey involves, 
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Prepare a few salient sales points 
in advance. Plan to ask a number 
of well selected questions which 
will make the prospect question his 
present protection. Such questions 
might relate to rate discounts, co- 
insurance requirements, adequate 
limits, proper endorsements, etc. 
Sample errors pointed out can make 
the prospect interested so much 
that he will feel like entering into 


* 


Start the survey by a step-by-step analysis of the business operation 


the spirit of the survey and volun- 
teering information. 

A word of caution must be given 
to those who may be getting en- 
thusiastic at this point. Remember 
when selling surveys never to sell 
more than can be delivered by a 
promised time. 

After the is sold and 
the policies are surrendered and 
studied, make an appointment with 


survey 
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the prospect at his place of business 
to audit the exposures. Explain that 
the survey will take considerable 
time, an hour or two, perhaps more. 
[f you are willing to give your time, 
he should be willing to give his. 
The prospect usually will cooperate 
and enjoy discussing his insurance 
problems. 

A check list or guide should be 
used when auditing the exposures. 
Some insurance companies have ex- 
cellent survey forms which can be 
obtained for the asking. Other 
forms can be purchased from com- 
mercial organizations, In any event, 
an agent should know what to look 
for before he makes an inspection 
and make thoughtful preparations 
for his visit. 

Start the survey with an analysis 
of the business operation. Follow 
step by step through a logical se- 
quence from raw materials to the 
finished product and public rela- 
tions. This procedure oftentimes 
discloses incidental data helpful in 
a final analysis. 

Some experienced agents have 
found that beginning with fidelity 
exposures brings out helpful organ- 
izational features and financial in- 
formation. This method immediate- 
ly discloses any exposures which 
have been overlooked or changed 
due to any growth in the business. 

After determining all locations, 
inspect the hazards and operations 
at each and make careful notes on 
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all data gathered. E.g., look for a 
burglar alarm system, spur tracks, 
new building construction, employ- 
ees handling money, truck opera- 
tions, etc. Ask about special fore- 
seen exposures, usually overlooked, 
such as any exhibitions, picnics, 
seasonal operations, variations in 
amount of stock, etc. 

In’ all cases, be sure to obtain 
complete loss experience data for 
at least three years, Most carriers 
will require this information, and 
you will be prepared when they 
ask for it. In addition, if the risk 


qualifies for an experience credit, 


you probably can help your pros- 
pect obtain a more favorable rating 
basis than he has had previously, 
provided the experience has been 
satisfactory. 

A survey offers a broader oppor- 
tunity to develop business than 
through any other means. It is the 
first one which is the hardest to 
make, but if an agent will make an 
effort to interest himself in the idea, 
he will find that a survey brings 
rewarding results. The results are 
not always immediate; some rec- 
ommendations have not been acted 
upon for a year or two. But, a good 
survey makes an impression which 
a prospect never forgets, so when 
he is ready to change agents or buy 
new coverage, the agent who ad- 
vised him on a complete program 
will be the one most likely to write 
the business. 
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A feature which makes surveys a 
pleasant way to conduct business 
is that there is practically no sales 
resistance. The agent is offering a 
valuable service in furnishing a 
complete program of insurance pro- 
tection; he is not just trying to 
sell another insurance policy. The 
agent, of course has the ultimate 
sale of his program in mind, but 
at least the prospect is not given 
the impression that he is being sold 
something. He is being offered an 
expert personal service without 
cost. 

Insurance reduce or 
eliminate competition, especially of 


surveys 


the high-pressure salesman type of 
agent who will sell a policy by any 
means, just so he gets a sale. As the 
public becomes more and more 
aware of the survey way of buying 
insurance, the harder it will be for 
the survival of the agent who does 
not offer the survey plan. He will 
gradually be eased off the street by 
the agent who sells on the basis of 
a competent and complete insur- 
ance analysis, 

When more than one agent is 
dealing with a policy holder, the 
first agent to point out through a 
complete survey any error or omis- 
sion in coverage will be in a fa- 
vored position. If he has brought 
to the attention of the insured dis- 
crepancies such as omission of rate 
discounts, improper co-insurance 
limits, and non-concurrency, he will 
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probably be the first one to capture 
the whole line. The insured will 
prefer the agent who has first 
pointed out these facts. 

Another advantage of the survey 
is that it brings forcibly to the 
attention of the insured the pos- 
sibility of his Josses. If he decides 
not to insure, he has no basis for 
blaming the agent for not properly 
protecting him. In the event that 


a loss occurs afterwards, he will 
probably pick up the telephone, 
tell the agent that he regrets not 
taking his advice, and ask the agent 


to place the coverage. 

Selling insurance by the survey 
method organizes an agency’s sell- 
ing efforts. A sales program can be 
worked out which will be system- 
atic and will merely require careful 
following-up at renewal time. Of 
course, this implies that the agency 
has set up adequate line records 
and has provided for their proper 
maintenance, 

Making good surveys helps to 
establish an agency as a_profes- 
and advances 
the insurance business as a whole. 
Insurance buyers and businessmen 


sional organization 


stand ready to cooperate with a 
capable insurance agent and are 
even willing to pay considerable 
fees for an expert analysis of their 
insurance needs. If you are pre- 
pared to furnish this service, you 
must also be prepared to expand 
your business and your profits. 
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Copies may be obtained by 
writing to: Accident Prevention 
Department, Association of 
Casualty and Surety Companies, 
60 John Street, N. Y. 38. 





“Your Auto 1.Q.”—A three-minute test 
of car driving knowledge. A unique 
leaflet which provides space for writ- 
ten answers in a 10-question test then, 
with the breaking of a seal, correct 
answers are disclosed for scoring. 
Factual data developed by Motor 
Vehicle Research, Inc. 8 pp. $3.00 
per 100 copies. 


“One Grand Slam”—Which may sound 
like a new contract bridge manual but 
is really a factual presentation on mo- 
tor vehicle brakes. A timely warning 
that brakes can and do fail upon re- 
peated “panic” application so, 
“There's ONE GRAND SLAM You 
Can’t Be Proud of.” Factual data from 
Motor Vehicle Research, Inc. 8 pp. 
$2.00 per 100 copies. 
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“Handbook of Industrial Safety Stand- 
ards”—A completely revised edition of 
a recognized classic of more than 30 
years in its field. Encompassing 38 
chapters and 4 appendices, the Hand- 
book is a concise but comprehensive 
compilation of industrial safety re- 
quirements recommended by _nation- 
ally recognized authorities. Much of 
the text material is an amplification 
and extension of the various codes on 
which it is based. 


The subject matter of the Hand- 
book runs the gamut of industrial 
safety topics, including: safety pro- 
grams, accident investigation, mate- 
rials handling, boilers and _ unfired 
pressure vessels, machine guarding, 
illumination, exhaust systems, electri- 
cal equipment, spray coating, tank 
operations, building exits, and preven- 
tion of “off-the-job” accidents. Com- 
pletely new chapters have been added 
on welding and cutting, storage and 
handling of flammable liquids, radia- 
tion hazards, and disaster control. 
Included in the appendices are an 
index to American Safety Standards, 
a table of maximum allowable con- 
centrations of toxic substances, and a 
classification of fire extinguishing ap- 
pliances. 


The new Handbook is an authorita- 
tive safety reference which should be 
particularly useful to plant adminis- 
trators, safety directors and engineers, 
industrial training program instructors 
and safety and technical educators. 
To lend greater facility to its use, 
there has been included at the end of 
most chapters a reference list naming 
the safety codes which are especially 
applicable to the subject matter of 
the chapter. 315 pp., 54” x 8”, 82 
illustrations, 27 tables. $1.25 per copy 
to member companies, slightly higher 
to nonmembers. 
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Liability of Storekeeper —A woman 
was seriously injured when she was 
pushed into a glass showcase in the 
entrance of a dry goods store by a 
crowd stampeding to get inside. The 
store had advertised that a pair of 
hose would be given free to the first 
300 people entering the store that 
morning and that the doors would 
open at 9:00 A.M. The woman had 
been there at 9:00, at which time only 
a few people were gathered, but the 
doors were not opened until 9:30, by 
which time a large crowd was on 
hand. The injured woman’s husband 
sued the store for the injuries to his 
wife and recovered judgment on the 
jury’s verdict in his favor. It was 
affirmed on appeal. (Lane v. The Fair 
Stores, Inc. (Texas 1951) 243 S.W. 
2d. 683.) 
a oe 

Liability of Processor—An oxygen 
therapy technician employed in a hos- 
pital was about to administer oxygen 
to a patient. As he started to release 
the valve on top of the metal cylinder 
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containing the oxygen under pressure, 
an explosion occurred which so in- 
jured his left hand that the middle 
finger had to be amputated. He sued 
the corporation which processed the 
oxygen and supplied the cylinder, 
claiming that the accident was caused 
by its failure to properly tighten a 
packing nut holding the valve in place, 
and recovered a -judgment. It was 
affirmed on appeal. (Liberatore v. 
National Cylinder Gas Co., Inc. (U.S. 
1951) 193 F. 2d. 429.) 
2.2 

Liability of Restaurant — About seven 
hours after eating a meal of spaghetti 
and meat balls in a restaurant, a 
woman became ill and was taken to 
a hospital upon her doctor’s recom- 
mendation. A piece of glass was there 
surgically removed from her stomach. 
She sued the restaurant, claiming that 
she had eaten the glass with the meal. 
The jury returned a verdict in her 
favor and the appellate court affirmed 
the judgment. Armstrong v. Fiato 
(New York 1951) 108 N.Y.S. 2d. 4.) 





MILLIONS OF dollars damage was suffered in 
the two hurricanes, Carol and Edna, which 
struck early in September along the Atlantic 
Coast with loss of hundreds of lives. 
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COVERED BRIDGE in Georgia collapsed under 
the weight of two heavy trucks, one hauling 
a bulldozer, but neither driver was hurt al- 
though they all wound up in the creek. 


4 . ag SEE peer mo 
FISH:NG VESSELS aground at New Bedford are typica 
scenes after the hurricanes struck along the coast de 
stroying homes, isolating communities when power and 
communications were cut, and causing havoc. 


MOTOR VEHICLE ¥ 


A TEENAGER, passenger in the car, died in this bu 


car crash after the transit company bus and car collided 


at an uptown intersection in a Pennsylvania city. No on 
in the bus was injured. 
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LIGHTNING STRUCK a distillery in Pekin, Ill., starting 
a fire which caused damage totaling $10 million dollars 
and the death of two persons. This is an aerial view 
of the disaster area. 


A FIRE 
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A VAT of caustic soda exploded in a detinning plant in 
Gary, Ind., injuring 19 workers and hurling metal frag- 
ments over a wide area. Many firemen were burned by 
the caustic solution dripping from wreckage. 


AN EXPLOSION and fire destroyed twenty 
trucks in the garage of a Dallas trucking firm 
for an estimated loss of over $250,000 for 
trucks alone; merchandise loss was huge. 


EXPLOSION Y 


VOLUNTEERS DIG into the wreckage of a 
business building in downtown Hartford City, 
Ind., in which one man was killed and a score 
hospitalized. Leaking gas was blamed. 
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A new Workmen’s Comp pol- 
icy has just been issued to 
mark the first major revision 
in this coverage since 1916 
and producers need to be 
familiar with its provisions 


New Workmen’s Comp Policy 


HE STANDARD WORKMEN'S Com- 
ype and Employ: ’s’ Lia- 
bility Policy was promulgated in 
1916 and while supplemented by 
endorsements has kept pace with 
the times and is still in use. With 
respect to new and renewal Work- 
men’s Compensation risks issued to 
become effective October 1, 1954 
and thereafter, a new Workmen’s 
Compensation policy will be used 
in all states of the United States 
where private carriers are per- 
mitted to write insurance under the 
various Workmen’s Compensation 
laws, including the District of Co- 
lumbia, Alaska and Hawaii and ex- 
cepting Arizona. 

The new policy which is a part 
of the nationwide program com- 
monly referred to as the “Standard 
Provisions for Workmen’s Compen- 


The author—Mr. Brown is assistant secre- 
tary of the compensation and liability de- 
partment, of The Travelers Insurance Co. 
Over 30 years with The Travelers, he is a 
member of the drafting committee of the 
Joint Forms Committee as well as of NCCI 
and NBCU. 
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and Employers’ Liability 
Policies” was drafted by the Forms 


sation 


Committee, a sub-committee of the 
Manual and Rates Committees of 
the National Council on Compensa- 
tion Insurance, in cooperation with 
representatives of the insurance in- 
dustry and of independent bureaus. 

The revision program was under- 
take _ ith the objective of simpli- 
fying and clarifying the original 
policy and endorsements adapting 
them to the many changes in cov- 
erages and rating concepts adopted 
over the years since the enactment 
of the first workmen’s compensation 
law, In addition and of primary im- 
portance, this task was undertaken 
to eliminate, so far as that was pos- 
sible, the need for the multitude of 
endorsements required for use with 
the present policy form. As a re- 
sult, the majority of new policies 
issued can be written without any 
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endorsements. Because of certain 
Statutory requirements, manual 
rules or underwriting practices, a 
limited number of endorsements 
will continue to be necessary, for 
the time being. 


MAIN Parts 


The Standard Provisions 
policy form follows the format 
adopted for the “National Standard 
Provisions for Liability Policies,” 
the policy being divided into four 
main parts: Declarations, Insuring 
Agreements, Exclusions and Con- 
ditions. The language of compara- 
ble provisions in the liability pol- 
icies has been adhered to as much 
as possible and it is hoped that the 
resulting consistency will be an aid 
to the companies, to producers and 
to insureds, who purchase both 
Liability and Workmen’s Compen- 
sation insurance. 

In the new policy in Insuring 
Agreement I, Coverage A (Work- 
men’s Compensation) replaces what 
was Paragraph One (a) and Cov- 
erage B (Employers Liability) re- 
places what was Paragraph One 
(b) of the present policy. 

The statement of Coverage A is 
simple and direct—“To pay prompt- 
ly when due all compensation and 
other benefits required of the in- 
sured by the workmen’s compensa- 
tion law.” Elsewhere in the policy 
the term “workmen’s compensation 
law” is defined to include both the 


new 
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workmen’s compensation law and 
any occupational disease law of a 
state designated in the policy as 
the state to which the policy is to 
apply. 

Coverage B of the new policy 
includes the insured’s liability for 
bodily injury by “disease.” This 
represents a broadening in the “oc- 
cupational disease” coverage af- 
forded by endorsement to the cur- 
rent policy form. 

The outstanding Workmen’s 
Compensation policy in order to 
apply in any state requires the at- 
tachment of an endorsement citing 
the workmen’s compensation law 
under which coverage is to be af- 
forded and the coverage so afforded 
applies in many jurisdictions only 
to operations described in the de- 
claratians of such policy or in en- 
dorsements made a part thereof. 
With the new Standard Provisions 
policy, this procedure has been 
eliminated, although as noted above 
in a few states by reason of the 
provisions of the workmen’s com- 
pensation law or other statutory re- 
quirements endorsements are for 
the time being required. The mere 
entry of the name of any state in 
the appropriate place on the decla- 
rations automatically operates to 
provide coverage, under Coverage 
A, for the insured’s liability under 
the workmen’s compensation law of 
that state and if any such desig- 
nated state has a separate occupa- 
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tional disease law, also under the 
occupational disease law. Such en- 
try of the name of any state also 
automatically makes Coverage B 
‘apply to the liability of the insured 
“because of bodily injury by acci- 
dent or disease, including death at 
any time resulting therefrom, sus- 
tained in the United States of 
America, its territories or posses- 
sions, or Canada by any employee 
of the insured arising out of and in 
the course of his employment by 
the insured either in operations in 
such state” or in operations neces- 
sary or incidental thereto, 

If because of special underwrit- 
ing consideration it is desired to 
limit the coverage for this policy 
to certain locations and certain op- 
erations, appropriate endorsements, 


where permissible, must be made 
a part of the policy to carry out 
this intent. 

There are six short and concise 


exclusions: 

Exclusion (a) applies both to 
Coverages A and B and is nec- 
essary by reason of the breadth 
of coverage under the new form 
in order to exclude coverage for 
any operations of the insured in 
any designated state which oper- 
ations are otherwise insured or 
self-insured. 

Exclusion (b) relates to do- 
mestic servants and to farm labor 
and applies to both coverages. 
The underwriters felt that in- 


sureds who not only had opera- 
tions which were within the pur- 
view of the workmen’s compen- 
sation law and who also em- 
ployed farm labor or domestic 
servants, in many cases would 
not want the coverage automat- 
ically extended to such domestic 
servants or farm labor. The ob- 


Elliott B. Brown 


ject of exclusion (b) is therefore 
to prevent the automatic applica- 
tion of the coverage of the policy 
to farm laborers and domestic 
servants to the extent that it is 
possible under existing laws and, 
in particular, to prevent the is- 
suance of the policy from becom- 
ing an automatic election by the 
insured to bring himself within 
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the workmen’s compensation law 
with respect to these types of 
employees. Through the applica- 
tion of this exclusion the policy 
does not apply to any domestic, 
farm or agricultural employment, 
not described in the declarations, 
unless by law the policy is re- 
quired to apply to such employ- 
ments. To bring such employ- 
ments within the coverage of the 
policy, it is necessary only to in- 
clude such operations within the 
“Classification of Operations” 
item in the declarations. 


REMAINING EXCLUSIONS 


The remaining exclusions ap- 
ply only to Coverage B. 

Exclusion (c) eliminates from 
the coverage any “liability as- 


sumed by the insured under any 
contract or agreement.” This is 
necessary by reason of the broad 
scope of the words in Coverage 
B “To pay on behalf of the in- 
sured all sums which the insured 
shall become legally obligated to 
pay as damages... .” 

Exclusion (d) is a repetition 
of the exclusions applicable with 
respect to “punitive or exemplary 
damages” and with respect to 
“any employee employed in vio- 
lation of law with the knowledge 
or acquiescence of the insured or 
any executive officer thereof” all 
of which has been specifically ex- 
cluded by endorsement under 
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the existing policy in its applica- 
tion to the coverage afforded un- 
der Paragraph One (b). 

Exclusion (e) rules out cov- 
erage for disease claims under 
Coverage B unless brought with- 
in thirty-six months after the end 
of the policy period and elimi- 
nates the present requirement 
that incapacity result within 
twelve months after the policy 
terminates, 

Because of the broad terms of 
Coverage B, exclusion (f) is nec- 
essary to prevent the assumption 
under Coverage B of any liability 
under a workmen’s compensation 
law, which is properly the sub- 
ject of Coverage A, and further 
to prevent the assumption under 
Coverage B of any liability im- 
posed under any unemployment 
compensation law or disability 
benefits law, or under any similar 
law. 

In the “Application of Policy” 
Insuring Agreement, it is stated: 

“This policy applies only to in- 
jury (1) by accident occurring dur- 
ing the policy period, or (2) by dis- 
ease caused or aggravated by ex- 
posure of which the last day of the 
last exposure, in the employment 
of the insured, to conditions caus- 
ing the disease occurs during the 
policy period.” 

With respect to disease, this 
statement of coverage follows the 
generally accepted and recognized 
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The new policy will be an aid to the companies, to producers and to insureds 


practices of the companies in the 
handling of occupational disease 
cases under the workmen’s com- 
pensation laws. 

The Conditions of the new pol- 
icy, in the main, follow closely the 
corresponding Conditions adopted 
under the National Standard Provi- 
sions Program for Liability policies 
and also sets forth the statutory 
obligations of the company under 


each of the workmen’s compensa- 
tion laws with respect to which 
coverage is afforded under the pol- 
icy. In this brief resume, the follow- 
ing Conditions merit special nota- 
tion: 

The Premium Condition — this 
condition of the policy incorporates 
by reference the “manuals in use 
by the company,” as approved by 
the state supervisory authorities. 
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By this device the remuneration to 
be taken, the calculation of premi- 
ums and the application to the pol- 
icy of changes in rates and rating 
plans are all subject to the applica- 
ble provisions of the appropriate 
manuals in use by the company. 
Consequently the need for specifi- 
cally incorporating in the policy 
special rating provisions has been 
eliminated. This necessitates that 
the insured be informed as to the 
payroll or other records which must 
be maintained in order to obtain 
the benefit of particular rating pro- 
visions such as overtime remunera- 
tion, etc. For the time being, how- 
ever, retrospective and premium 
endorsements _ will 


discount con- 


tinue to be necessary. 
NECESSARY CONDITIONS 


The Limits of Liability (Cover- 
ize B) Condition—the first sentence 
of this condition makes clear that 
damages for “care and loss of serv- 
ices” and recoveries from the in- 
sured in “third party indemnity 
over” actions growing out of bodily 
injuries to employees of the insured 
are within the scope of Coverage 
B. The limit of liability for bodily 
injury by disease is expressed as a 
policy year limit by state. 

Other Insurance Condition—this 
condition makes the insurance af- 
forded by the policy contributing 
insurance with other valid and col- 
lectible insurance. The language of 
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this condition recognizes that the 
applicable limit under one or more 
of the contributing policies may be 
required to be written without any 
specific limit of liability. 

Terms of Policy Conformed to 
Statute (Coverage A) Condition 
this condition guarantees conform- 
ity of the policy with each work- 
men’s compensation law and dis- 
penses with the need for endorse- 
ments to eliminate conflicts created 
by the lack of uniformity in the 


workmen’s compensation laws, ex- 
cept in those few cases where the 
statute requires a verbatim recital 


in the policy of certain prescribed 
provisions. 

The Declarations of the new pol- 
icy are so prepared that they will 
fit in with the many varying pro- 
cedures followed by companies in 
issuing policies and preparing the 
necessary card record, etc. 

Item 1—this designates the insured, 
his address and the location of his 
operations. This item is so drafted as 
to require a minimum of typing opera- 
tions for the very large number of 
policies covering single location risks. 
The phrase “usual workplaces” as con- 
tained in this item is intended to relate 
only to permanent locations and does 
not require the entry of all job sites. 

Item 2-the “Policy Period”—this 
item establishes a fixed policy period 
related to standard time at the address 
of the insured rather than standard 
time at the place of operations or 
place of injury as under the present 
policy. For risks carrying on some 
operations at a location in a time zone 
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different from that of the insured’s 
address, there will be a gap or overlap 
in coverage at the time when a policy 
on the current form is replaced by a 
policy on the new form. An endorse- 
ment is available to take care of this 
matter. 

Item 3—this is the item where the 
states in which the coverage under the 
policy is to be applicable are to be 
designated. This is a most important 
provision of the policy and must be 
completed with great care because the 
entry or entries in this item constitute 
the coverage control of the policy. 
Whenever a state is designated in this 
item carriers must be certain that all 
requirements of the laws of that state 
with respect to the carriers notifying 
the authorities, etc., have been com- 
plied with and that wherever neces- 
sary the insured has complied with 
the filing requirements of such state 
which filing requirements are neces- 
sary to bring himself and his em- 
ployees within the provisions of the 
workmen’s compensation law of the 
state designated. 

Item 4—“Classification of Opera- 
tions”—at the option of the company 
specific entries for the loss constant, 
expense constant and policy fee may 
be printed in this item. If these items 
are not so printed they must be typed 
in the declarations or otherwise dis- 
closed to the rating bureau in ac- 
cordance with the existing rating re- 
quirements of the rating bureau. 
Also in this item should be included 
the classification wording descriptive 
of the operations carried on by the 
insured at the inception of the policy. 

Item 5—this provides for the inser- 
tion of a single limit of liability to 
apply to the insurance afforded by 
the policy under Coverage B. An 
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amount must be entered in every case. 
Because of special requirements in 
New York, Massachusetts and Mis- 
souri, endorsements are required in 
these states to limit the application of 
the limit of liability stated in this 
item. But, even in these states, a 
single limit of liability is always to 
be shown in this item. 

Item 6—this is an optional item and 
makes provision to bring to the com- 
pany’s attention if the insured is con- 
ducting other operations at or from 
the locations described in the declara- 
tions or any operations at or from any 
other location in a state designated in 
the policy. This optional item is in- 
tended to provide the company with 
a convenient place to disclose the 
underwriting information with respect 
to known locations which it is not in- 
tended the policy shall apply. While 
the completion of this item and the 
acceptance of the policy by the in- 
sured makes the information disclosed 
a representation of the insured and 
subjects him to the penalties for 
fraudulent misrepresentation, if any, it 
does not have the effect of excluding 
coverage for the excepted locations. 
As has been stated, locations other- 
wise insured are excluded by a specfic 
exclusion, A location not intended to 
be covered and not otherwise insured 
would have to be specifically excluded 
from the coverage of the policy by 
endorsement. It is, of course, proper 
to specifically exclude by endorsement 
locations not intended to be covered 
whether they are otherwise insured or 
not except in states which require that 
the entire compensation obligation of 
the insured be insured in one policy. 

Insofar as it was possible within 
the framework of the various work- 


men’s compensation laws, the new 
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Standard Provisions Policy is so 


drawn as to permit its issuance to 
the great majority of insureds with- 
out any endorsements. A complete 
elimination of endorsements is, of 
course, impossible and in the re- 
lease of this policy by the National 
Council on Compensation Insur- 
ance a pamphlet dated October 1, 
1954 contains the endorsements 
which are necessary in order to take 
care of the unusual situations. It 
is to be noted that there are no 
endorsements which must be used 
on all policies and that endorse- 
ments which are necessary gen- 
erally have’a very limited applica- 
tion. In the independent bureau 
states the endorsements required 
with the new policy have been 
promulgated by the authorities. 
The endorsements which have 
been promulgated as required for 
the new policy are briefly within 
the following categories and are 
necessary for the following pur- 
poses: 
(a) To meet peculiar requirements 
of certain of the state laws which 
could not be satisfactorily taken 


care of by the uniform language 
adopted for the policy. 

(b) To include or exclude from 
coverage executive officers, partners, 
relatives, etc., where special treat- 
ment of these classes of employees 
is required in specific policies. 

(c) To exclude coverage for bodily 
injury by disease or otherwise re- 
strict the broad coverage afforded 
by the policy. 
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(d) To include or exclude cover- 
age or otherwise adjust the policy 
for employments subject to federal 
jurisdiction. Included in this group 
of endorsements is the endorsement 
necessary when coverage is afforded 
by the policy under United States 
Longshoremen’s and Harbor Work- 
ers’ Compensation Act. It is to be 
noted that the definition of “work- 
men’s compensation law” in Insur- 
ing Agreement III of the policy does 
not include the United States Long- 
shoremen’s and Harbor Workers’ 
Compensation Act and consequently 
no insurance is automatically af- 
forded for the insured’s obligations 
to employees subject to this Act 
even in a state designated in the 
declarations of the policy. It was 
considered desirable to require the 
policy to be endorsed to provide 
this coverage so as to give specific 
consideration to the underwriting 
and filing problems of each long- 
shore risk. It should be carefully 
noted that when coverage is af- 
forded by the policy under this 
Act involving operations in one or 
more states, filings must be made 
with each of the Compensation Dis- 
tricts established by the Bureau of 
Employees Compensation in which 
all or any part of any such state is 
located. 

Also in this group of endorse- 
ments is the “Amendment to Cov- 
erage B Endorsement—Maritime— 
(Masters or Members of the Crews 
of Vessels)” — this endorsement 
should always be made a part of 
the policy when it is desired to 
afford insurance under Coverage B 
with respect to known operations 
of the insured involving maritime 
operations. This endorsement pro- 
vides for the entry therein of limits 
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of liability in line with the limits 
purchased by the insured as applic- 
able to this insurance. 

(e) To afford additional coverages, 
e. g. Additional Medical, Voluntary 
Compensation, All States, etc. In 
the past there have been as many 
variations of Voluntary Compensa- 
tion Endorsements and All States 
Endorsements as there have been 
carriers writing such forms, Under 
the Standard Provisions Program 
there is available to carriers, en- 
dorsements the wordings of which 
have been carefully prepared and 
carry out the needs of insured with 
respect to these types of endorse- 
ments and the intent of the com- 
panies in affording insurance with 
respect to such matters. 

(f) To make provision for recogni- 
tion in the policy of particular rat- 
ing requirements. 
of the Forms 


It is the intent 


Committee of the National Council 
on Compensation Insurance that 
the Standard Provisions for Work- 
men’s Compensation and Employ- 
ers’ Liability Policies and the en- 
dorsements to be used with stand- 
ard provisions policies shall be the 
subject of continued review and 
periodic revision so that they may 
be kept abreast of any changes in 
the workmen’s compensation laws, 
the statutory requirements and ad- 
ministrative regulations, and the 
underwriting techniques of the 
companies. In this way it is hoped 
to keep the standard provisions 
program alive to the needs of the 
companies and their policyholders 
and sufficiently flexible to permit 


revisions to be made 


necessary 
promptly and effectively. 


Wit and Wisdom 


Let bygones be bygones, provided expense is 


not involved. 


Sign on a store which went bankrupt after two 
weeks’ business: “Opened by mistake.” 


A pleasant disposition is sometimes a good ex- 
cuse for a lack of competence. 


Sign in a store window: “Sale of bath towels for 


the whole damp family.” 


Not all women want what their neighbors have, 
most of them want something better. 


—The Indiana Agent 





© The author is a renowned au- 
thority on the art of salesman- 
ship and here he stresses some 
of the more important factors 
in every sales interview 


Signposts to Successful Selling 


ONG-FACED PROPHETS, commen- 
L tators and writers by the 
score have for more than a year 
now been predicting the end of the 
American Agency System. The in- 
dependent agent has been likened 
to the and 
many seem to feel it will be only a 
matter of time before they share 


independent grocer 


the same fate. 

Others, almost as pessimistic, are 
saying, “Only a miracle can save 
the independent agent in the 
gloves-off era of competition against 
armies of controlled or captive 
agents backed by giants in the 
business of mass marketing.” I am 
delighted to be here today because 
I sense that you all believe in 
miracles. 

If it’s going to take a miracle to 
save this system that has made such 


The author—Mr. Ellis is a field supervisor 
of the Aetna Casualty and Surety Co. He is 
eoncerned with the company’s sales promo- 
tion program, in addition to having super- 
vision over a number of Aetna branch of- 
fices. He joined Aetna in 1926. 


By WILLIAM W. ELLIS 





a gigantic contribution to the Amer- 
ican economy, then I am very con- 
fident of the future because the 
stuff that miracles are made of is 
ours if we want to use it. 

As has been said before, the two 
trump cards most likely to turn the 
tide in favor of the American 
Agency System are more and better 
service and more and better selling. 

It’s not surprising to hear the 
skeptic greet such a _ suggestion 
with a cry of “old stuff.” Old stuff 
indeed—old as the hills and just as 
enduring for the miracles which 
have been worked by the use of 
top-flight selling and service em- 
blazon some of the brightest pages 
in the recorded history of man’s 
progress through the ages. 

If anyone be unacquainted with 
these miracles, it is because he has 
not read the lives of such stalwarts 
as St. Paul, St. Augustine, Martin 
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Luther, Thomas Paine, George 
Washington, Thomas Jefferson, 
Abraham Lincoln, Winston Chur- 
chill. Perhaps you prefer not to call 
these men salesmen, but can you 
doubt that they were skilled in the 
art of persuasion and that their 
lives were dedicated to serving 
mankind? 

The miracle of our modern trans- 
portation systems, our labor saving 
devices, our means of communica- 
tion are all the product of these two 
wonder-workers—sales and service. 
And if the independent insurance 
agent—the entrepreneurs of this 
great industry of ours—elect to pre- 
serve the system which has brought 
so much certainty to so many, they 
need only to sharpen up these two 
miracle-making tools and put them 
to immediate and extensive use. 

I would like to confine my re- 
marks to just one of these miracle 
workers—selling—and I propose that 
we take a trip together along the 
Road Of Successful Selling. As we 
go, let’s carefully observe the sign- 
posts along the way so that we can 
remind ourselves of some of the im- 
portant communities we must pass 
through in order to reach our desti- 
nation—a city situated on a great 
plateau and called SELLING 
HEIGHTS. 

Every trip must have a starting 
point and ours is that important 
town of ATTITUDE SPRINGS. 


This town is appropriately named 


because all successful selling 
springs from a characteristic at- 
titude typical of the star salesman 
—an attitude which reflects con- 
fidence in himself, confidence in 
his product and a tendency toward 
positive thinking. 

About a month ago I attended 
a sales meeting of our agents which 
was held to promote the sale of 
a new package policy for home 
owners. Just as the first speaker 
wound up his explanation of the 
new contract, an agent back of 
me nudged me in the ribs and 
whispered “this new policy will 
never sell.” Before I could answer, 
the next speaker pulled a telegram 
out of his pocket. He had just re- 
ceived it from an agent in a near- 
by city where we held a similar 
meeting only two days before. The 
telegram read, “Have sold sixteen 
of your new policies since the meet- 
ting here and have just begun to 
sell.” 

No answer from me could have 
been half as eloquent. I knew the 
sender of that telegram. He's a 
star salesman. He acts like one. He 
thinks like one. He welcomes some- 
thing new to sell. He got his start 
in Attitude Springs. 

Having started this trip with the 
right attitude—the positive attitude 
—the state of mind which keeps 
telling a man, “It’s worth doing 
and you're just the guy who can 
do it,” our next stop on the road 
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is the city called EXPOSURE 
PARK. We stop here long enough 
to remind ourselves that successful 
selling is utterly dependent on ex- 
posure. A salesman can have the 
most attractive product in the 
world and the most appealing sales 
presentation imaginable, but unless 
he tells this story regularly to a 
sufficient number of prospective 
buyers his results are bound to be 
something less than satisfactory. 

Here in EXPOSURE PARK we 
discover one of the great competi- 
tive weaknesses which beset the 
average insurance agency. Many 
agencies have grown so big and 
the business is so full of detail that 
they are unable to expose their 
clients and prospects to their per- 
sonal salesmanship. The competi- 
tion is well aware of this and there- 
fore employ solicitors by the thou- 
sands who exploit this weakness. 
The, competition is exposing itself 
to sales with phenomenal results. 

This competition cannot be met 
successfully by the printed word 
alone. The answer, of course, is 
manpower and more manpower. 
Many one man agencies should be 
two and three man agencies. Many 
two and three man agencies should 
be four and five man agencies. I 
am just as confident as I can be 
that good insurance backed by a 
good agency can be sold success- 
fully if it is sold in a face-to-face 
interview. 
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Now we must move on to the 
town of TEACHAM. This is a 
most interesting community be- 
cause it reminds us that every 
successful salesman is also a good 
teacher. Most people crave en- 


lightenment, instruction and knowl- 
edge. The star salesman supplies 
it. He knows his product and his 


William W. Ellis 


service and he is skillful in im- 
parting that knowledge to others. 

Is there room for the salesman- 
teacher in our business. I belong 
to a poker club which meets once 
a month. In the club are two 
bankers, an electrical engineer, a 
personnel manager, a college pro- 
fessor, a paper salesman, a manu- 
facturer and yours truly. One even- 
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ing when I was in the kitchen 
preparing the post-poker snack, I 
overheard a discussion about Auto- 
mobile insurance. One man won- 
dered if his wife was covered while 
driving the family car. Another 
wondered how he could possibly 
be insured for operating a truck 
which he occasionally borrowed to 
haul grass clippings and leaves to 
the village dump. Still another 
swore he'd never let his daugh- 
ter’s fiance use his car because 
he had a low rate with no driver 
under 25 in his household and he’d 
would take a 


be darned if he 
chance on his company denying 
liability. 

This is just a sample of the 
abysmal ignorance displayed by 
a group of intelligent men. Each 


of them knew more about the 
workings of his own refrigerator 
than he did about what his auto- 
mobile policy would do for him- 
self and his family and friends. 

As we continue our climb to- 
ward Selling Heights, the next stop 
is a most important one BIG EARS 
PASS. This is a town inhabited 
by star salesmen. As we stop for 
gas, we notice that every man on 
the street has big ears. The town 
is well and appropriately named 
because a salesman doesn’t pass 
on to SELLING HEIGHTS until 
he has learned to have big ears— 
in other words, to be a good lis- 
tener. 
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A few months ago, before the 
19th Annual International Distri- 
bution Congress here in Chicago, 
Dr. A. C. Van Dusen, Vice Presi- 
dent of Northwestern University, 
in his talk entitled “How to Use 
Psychology in Selling” had this to 
say in part: “In order for the sales- 
man to be able to get his message 
across successfully to his customer 
—the customer’s mind must be 
‘tuned in’ to what the salesman 
is trying to say—.” “To commu- 
nicate successfully, the ‘sender’ 
must be alert to what is important 
to the ‘receiver’.” 

Each of you, I’m sure, have 
been confronted from time to time 
with a so-called salesman who was 
so intent on “sending” his sales 
message that he never did listen 
long enough to find out what your 
wave length was—never paused for 
breath long enough to find out 
what was important to you, the 
“receiver.” And when you did get 
a chance to venture some com- 
ment, he was only half listening 
and didn’t get the point at all. 

Yes, the star salesman is a good 
listener—he gets “tuned in” early 
—he pays strict attention to his 
prospects—he takes great pains to 
see the customer’s side—in short— 
he has spent some time in BIG 
EARS PASS. 

And now as we climb higher, 
we can safely say that no salesman 
has become truly great—truly a 
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star salesman—until he has traveled 
the road which brings him to 
GOLDEN RULEDALE. He must 
have paused in this wonderful 
community long enough to have 
learned to treat his customers and 
prospects as he himself likes to 
be treated. 

Do you respond favorably to 
the clothing salesman who is care- 
ful to see that you get the kind 
of a suit you want and that it 
fits perfectly? If so, that’s the way 
to operate as a salesman of insur- 
ance. Practice the lessons learned 
in Golden Ruledale and ere long 
this method of selling becomes 
second nature and the rewards are 
unlimited. 

At last we 
miles of our destination, but before 


are within a few 


reaching it we must not fail to 


visit INVITATION POINT. For 
many salesmen there is the strong- 
est kind of temptation to detour 
around this town, but let me as- 
sure you that the detour is a dead 
end. The star salesman never by- 
passes INVITATION POINT. Any 
salesman who has ever lingered 
here has learned that most valu- 
able of all sales lessons—always 
issue an invitation to buy. 

Seems ridiculous doesn’t it, and 
yet this failure to “issue the invita- 
tion” goes on every day. Great 
armies of salesmen of every prod- 
uct imaginable make thousands of 


effective sales presentations with- 
out ever issuing the invitation to 
buy. Everyone likes to get an in- 
vitation and the star salesman 
never fails in this regard. He has 
found that most prospects expect 
to be invited—are a little disap- 
pointed if they aren't. 

And now, fully resolved to be 
good inviters, we're about to reach 
our final destination—SELLING 
HEIGHTS. This is the city in- 
habited by the miracle workers of 
this country—men who by their 
skill in the art of persuasion, dis- 
ignorance, misunderstanding 
doubt—men who point the 
way toward better living—men 
who keep the frontiers of enter- 
prise constantly moving forward. 

The inhabitants of SELLING 
HEIGHTS extend a hearty wel- 
come to all who have traveled the 
road which we have just examined. 
There is always room here for 
those who study and practice the 
ancient and honorable art of sales- 
manship. The welcome mat is al- 


pell 
and 


ways out. 

If ever there was a time when 
all of us who believe in this great 
industry and in the value of the 
American Agency System need to 
heed the call of the open road to 
SELLING HEIGHTS, that time is 
now. A miracle may well be the 
crying need. If it is performed, it 
will be performed by salesmen. 





Usable Ideas for Today 


WHEN TO TELEPHONE 


From Earl Prevette’s book, “How 
to Sell by Telephone,” comes this 
guide for when to telephone whom: 

Executives-Business & Dept. Heads- 
Merchants After 10:30 a.m. 
Physicians & Surgeons (City) 
9-11:30 a.m. & 1-3 p.m. 
Physicians & Surgeons (Suburbs & 
Rural ) 7-8 p.m. 
Dentists 8:30-9:30 a.m. 
Lawyers 11 a.m.-2 p.m, or 4-5 p.m. 
Stock Brokers & Salesmen-Bankers 
Before 10 a.m. & after 3 p.m. 
Contractors & Builders 
Before 9 a.m.; noon; 5 p.m. 
Professors & Teachers 6-7 p.m. 
Certified Public Accountants 
Any time but Jan. 15 to Mar. 15 
Druggists & Grocers 1-3 p.m. 
Insurance Brokers & Agents 
9-10 a.m.; noon; 4:30 p.m. 
Publishers & Printers After 3 p.m. 
Engineers & Chemists 4-5 p.m. 
Clergy Any time after Tuesday 
Salaried workers under $2,500 
Call at home in evening 


10-11:30 a.m. 


—General’s Review 


Housewives 


WINDSTORM DEDUCTIBLE 


If you live in a state where there is 
a deductible clause on the windstorm 
coverage don’t let it bother you. First 
present it as a good thing. Explain that 
no longer will the overhead charges 
that go into the cost of everything you 
buy be charged to each insured for 
such losses. It’s a put and take propo- 
sition. You have to put in more than 
you will ever take out for losses, and 
who would pay that much for a $50 
insurance policy? But if he still doesn’t 
like it point out that his property is 
insured for much less than its insur- 
able value and that he is taking a 
much more serious chance in not in- 
suring to full value than in taking a 
deductible. 
—The Local Agent 


e ££ 


CHANGING TIMES 

An agent won inestimable good will 
by installing a coin changer in front 
of his agency so people could get the 
proper change for parking meters that 
lined the street. 


—The Marylander 
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Lookinc For 

We know of a comparatively new 
agent who understands little about 
programming and is weak on the finer 
points of selling; estate planning and 
business insurance are all very con- 
fusing to him, but he heads the 
“leaders” list in a large agency. You 
might like to know how he does it. 

“It all depends on what you look 
for,” he confides. 

“Look for” a door mat on the front 
porch. That’s an order to wipe your 
feet. It’s a reminder to wear rubbers 
in wet weather and to leave them out- 
side. The lady of the house appreci- 
ates it. 

“Look for” a place to put your hat 
and coat, but don’t put them down. 
Be helpless. If you help yourself to 
hospitality, you’re a salesman. If you 
let them help you, you're a guest. 
That makes all the difference in the 
world in their attitude toward you. 

“Look for” runners over the rugs, 
doilies on the armchairs. They’re dan- 
ger flags that say, “Be careful in this 
house!” Be sure to ask for a news- 
paper to cover the dining room table 
before laying out your sales kit. 

“Look for” youngsters’ toys. If you 
see them, talk about the children. 
Proud fathers and mothers will love 
you for it. You're in. 

“Look for” grandmother over in the 
corner, She’s surely going to talk 
about you when you're gone, so make 
sure she talks for you. Give her a smile, 
a few kind words and hand her a 
pencil or a notebook with your name 
on it. Then she’s on your side. 

“Look for” books and phonograph 
records. If you're in a “who-dunnit” 
and “boogie woogie” household, start 
eliminating the big words from your 
presentation. If it’s a “long hair” at- 
mosphere, keep it dignified. 
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Here’s an agent who is green and 
inexperienced, but he carried the wis- 
dom of the ages in “Look for” capsule 
form. He hasn’t been in the business 
long enough to consider prospects as 
leads or names on a card. To him 
they’re “just folks” and all pretty 
much alike in their feelings and atti- 
tudes. We wonder how green he really 
is! 

—R. & R. Agency Builder 
a 
Invest MONEY IN CALLS 

Some of his friends think he is lazy, 
because if a prospect is just around 
the corner, he insists upon going there 
by taxi. Others think he is stuffy, likes 
to chow off. Which opinions give my 
friend, who is a modest man with a 
sense of humor, a big laugh. 

“They don’t know what I discov- 
ered long ago,” says he. 

“And that is what?” 

“That is if you have money invested 
in every call you will stay long enough, 
try hard enough to make the call 
profitable. Each time I ride a cab, I 
have from $1 up invested in that pros- 
pect. I’m not going to be shunted 
aside or brushed off by secretaries, 
office boys, or even by the excuses of 
the prospect. I’m going to fight to get 
my investment back, don’t you see?” 

I said yes, I did, and I see also an 
idea for you to use. 

—Canadian Underwriter 
Y <a 
Money TALKS 

Holding a sales meeting, an agent 
asked each of his solicitors to turn his 
chair upside down. Taped to the bot- 
tom of each chair was a dollar bill. 
“The dollar is yours,” said the agent, 
“if you remember that these days you 
have to get off the seat of your pants 
to make a buck.” 

—The Marylander 
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CHARRED REMAINS 

From the charred remains of a 
burned house an agent had his son saw 
out two-inch wooden silhouettes of a 
house. These were mailed to all policy- 
holders along with a short letter, the 
gist of which was: “This scrap of 
wood is worth $10,000—or at least 
that’s what it cost its former owner. 
When fire completely destroyed his 
$15,000 house, all he had to show for 
it was an insurance check for $5,000 
and the unburned front door panel 
from which this miniature house was 
cut. Don’t let the money you have 
invested in your home be reduced to 
a few chunks of charred wood. Insure 
your home—NOW-for its full 1954 
value.” 

One of the reasons the campaign 
succeeded was that it appealed strong- 
ly to three of the prospect’s five senses: 
sight, smell (of the charred wood), 
and feel (of the wood). The more 
senses you take advantage of, the more 
likely you are to make a sale. Of all 
impressions the brain receives, 87% 
come by way of the eye, 7% by ear, 
4% through taste, 1% by smell, and 1% 
by feel. 

—The Marylander 
a 


MENTAL ADOPTION 

I is a little psychology: Pick out 
and mentally adopt some bright young 
man in your town who is just starting 
out on a business or professional ca- 
reer. Don’t let him know you have 
decided to be his “big brother,” just 
cultivate him in an inobtrusive way. If 
you can, help him get a job or if he 
is a professional man send him a few 
clients. Invite him to your club. Do 
all you can to foster his career. Teach 
him slyly the good habits of business, 
saving, insurance, church-going, serv- 
ice club work and so on. Two things 
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will happen to you: You will find 
yourself getting a bigger kick out of 
life and it will be one of the best 
investments you ever made. (No harm 
in having several “spiritual foster sons” 
of course and as time goes on you 
probably will. We know at least two 
brilliantly successful men who have 
personal booster clubs. We are a 
member of both. ) 

—General’s Review 

a ne 


PoINTED REMARKS 

To stop those snide remarks about 
the “small type” on insurance policies, 
one agent always carries with him a 
page from the telephone directory 
(printed in 6-point type), a page from 
the Congressional Record (printed in 
7%-point type), and a U. S. Income 
Tax form (printed in 6-, 8- and 10- 
point type). When held up for com- 
parison, the type of almost any insur- 


ance policy looks large. 
—The Marylander 


a 

SALES STUDENTS 
We remember a young salesman 
who quit in the middle of his sales 
course. Said he could “learn more 
about selling by selling.” Did pretty 
well for a couple of years. Now works 
in a warehouse. What happened? He 
was doing all right when feeding off 
sympathetic friends and well-wishers. 
But when he hit the cold public weak 
techniques tripped him. Ever stop to 
think why you meet only crack sales- 
men at conventions or how often you 
find them reading books on salesman- 
ship and psychology? Like all arts, 
selling has to be learned. It demands 
sustained study and constant revision 
of methods to meet changing condi- 

tions. 

—General’s Review 
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Five CLOSERS 

In every sale there are usually five 
closing points any one of which may 
be the deciding factor that influences 
the prospect to buy. 

1. THE NEED. No one buys any- 
thing unless he is sold on the Need 
for what the salesman is selling. In 
some lines of business considerable 
effort may be required to convince 
the prospect of the need for the par- 
ticular product or service. But, as con- 
cerns Accident, Health and Hospital 
Expense Insurance prospects quickly 
recognize the need for protection 
against loss due to accidents and sick- 
ness. In fact, in many instances, the 
need for the protection and service 
you are selling will so strongly im- 
press the prospect that the sale can be 
closed at this point. 


2. THE PLAN OF COVERAGE. 


The prospect may be sold on the need 
for the protection you are selling, but 


may not be sold on the PLAN OF 
COVERAGE you have suggested to 
him. You have an advantage that is 
not available to salesmen in many 
types of business. You can tailor the 
PLAN to fit his needs. Emphasize the 
value of the plan you have recom- 
mended, and urge him to act. 

8. THE SOURCE. Instances may 
be encountered where a prospect may 
be sold on the NEED and the PLAN 
OF COVERAGE, but may not be con- 
vinced that you are the best SOURCE 
from which to buy. You have to con- 
virice him you merit his business and 
that it is to his advantage to deal with 
you. Point out to him the value of 
local agency service, teil the prospect 
about actual cases you have satisfac- 
torily handled and about neighbors, 
friends and acquaintances of his whom 
you now have insured. 


4, THE PRICE. A prospect’s deci- 


sion to buy may hinge on the price. 
This point is not likely to be too dif- 
ficult. After all, if the salesman has 
convinced the prospect on the other 
points—Can he afford Not to have the 
Coverage? 

5. THE TIME. There can be no 
sale unless the prospect is convinced 
that NOW is the TIME to buy. There 
are many reasons why the prospect 
should not delay. There are more rea- 
sons why he should buy than why he 
shouldn't. This is often the crucial part 
of the sale. Emphasize the importance 
of his acting at once. 

In the course of a sale the points 
listed above are not necessarily en- 
countered in any particular order, but 
they do enter into every sale. Knowing 
this in advance, sales presentations 
can be made more effective. 

—E. A. Diemand 
General’s Review 
yore 
Pet VALUES 

To emphasize the value of the CPL 
policy an agent put a dachshund- 
shaped sign in his window that read, 
“Long on value.” In one half of the 
window he had two live dachshund 
pups to attract attention. In the other 
half he put a CPL policy. From the 
policy streamed ribbons that led to 
smaller dog-shaped signs, each of 
which listed one hazard the policy 
protected against. A larger sign gave 
the cost of CPL Insurance. 

—The Marylander 
: eS 
Ap STupy 

Do you ever study advertisements 
in the insurance trade papers? You 
will often find in the professional copy 
used by many of the larger companies 
ideas and wordings to work into your 
own sales talks. 

—General’s Review 





Safety engineering is an im- 
portant new technical service 
that insurance carriers have 
utilized to minimize hazards 
in business and industry 


Indemnification — Plus! 


Y OFFICE WAS RECENTLY Vis- 
M ited an whose 
friendship I have shared for many 
years. He told a story which illus- 
trates the quality of our present in- 


by agent 


surance system. 

“In selling my clients I have al- 
ways made a strong issue of the 
indemnification protection offered 
by complete coverage with the 
companies I represent. I have al- 
ways pointed out that my office 
would take a personal interest in 
a client’s insurance problems and 
we would make certain that in the 
event of loss, we would exert every 
effort to see that fair claims were 
processed quickly and satisfacto- 
rily. This to me seemed to be the 
essence of insurance and perhaps 
the first consideration a pro- 
spective buyer. 


of 


The author—Mr. Grimaldi is assistant man- 
ager of the accident prevention department 
of the Association of Casualty and Surety 
Companies. He has been a research fellow 
and visiting lecturer at the Center for 
Safety Education at New York University. 
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JOHN V. GRIMALDI 


By 


“But the other day something 
happened,” he continued. “which 
opened a broad new area of client 
relations possibilities that I never 
suspected existed. We have an in- 
sured who operates a small plant 
and gives us all his business, which 
includes liability protection on two 
freight elevators. These elevators 
are inspected regularly by repre- 
sentatives of the carrier’s engineer- 
ing and inspection department, ac- 
cording to the required inspection 
frequencies established by the law 
of the state. This is quite an ad- 
vantage in itself for the insured. If 
the carrier did nut make the inspec- 
tions, the owner of the plant would 
have to hire a fee inspector to ex- 
amine the elevators and file the re- 
quired report with the Authority. 
His insurance coverage, therefore, 
saves him the bother of taking 
these further steps to meet the 
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law and, in addition, saves him 
the additional expense that would 
be required for inspections, since 
the inspection is covered by the 
rate paid for the elevator policy. 
Well, my insured knew about this 
feature and he was highly pleased 
with the kind of service that was 
being given. In addition, he had 
hired, under contract, an elevator 
maintenance company which would 
provide repair service on the equip- 
ment whenever he needed it. 

“I didn’t know until I chanced 
to pay a routine visit to this plant 
that one of the elevators was not 
completely satisfactory. The me- 
chanical defect did not constitute 
a hazard to safety, but it did inter- 
fere with the efficient use of the 
elevator and so was an annoyance 
and a certain economic loss to the 
plant’s management. The insured 
asked whether the elevator experts 
employed by the insurance carrier 
might not be able to help solve the 
difficulty. 

“Such a question had 
come my way before and I didn’t 
know what to say. I asked him to 
have his maintenance people send 
me a complete memorandum on the 
difficulty, which I passed on to the 
carrier's supervising engineer in our 
district. The engineer paid a brief 
visit to examine the elevator for 
the mechanical annoyance com- 
plained about. 

“The supervising engineer de- 


never 


November 


cided the problem was more in- 
volved than his experience could 
handle, but he took copious notes 
on his findings and informed the 
plant management that he would 
pass this information on to the ele- 
vator specialists in his home office. 
These mechanical wizards appar- 
ently received enough information 
so that they could develop a reason- 
able list of mechanical recommen- 
dations to be followed in order to 
correct the condition. The insured 
passed these ideas on to his main- 
tenance contractor and—what do 
you know—the boys in the home 
office had their finger right on the 
problem. In no time at all the de- 
fect was corrected and the elevator 
was back in 100 percent service. 

My friend asked, “Where else 
can you provide for indemnifica- 
tion for loss, obtain highly experi- 
enced safety inspection and ad- 
visory service, but also have the 
possibility of securing the services 
of technical consultants who very 
often cannot be found anywhere 
else?” 


Success Story 


Just a few weeks earlier I had 
heard a remarkable service-success 
story of a construction company. 
The carrier's safety engineer, in 
the course of his regular work, had 
noticed certain inefficiencies in the 
constructor’s operational methods 
which from an engineering point of 
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view created hazard as well as 
constant unnecessary expense. He 
diagrammed a suggested method 
for improvement. Twelve months 
later the highly pleased contractor 
informed the carrier that the engi- 
neers recommendations were re- 
sponsible for improved operations 
resulting in savings of upwards of 
$20,000 over and beyond the re- 
duction in costs from an improved 
accident experience. 


ELIMINATE HAZARDS 


The practicing safety engineer 
knows that the same factors that 
cause accidents are also causing 
production inefficiencies. A com- 
mon sense approach, therefore, to 
the elimination of hazards will in 
almost every instance improve the 
quality of performance in the op- 
eration concerned. Safe working, 
means thoughtful working, and this 
applies in any and every type of 
occupation and in all activities. 

My friend retorted, “In our state, 
liquefied petroleum gas dealers are 
required to have insurance in order 
for them to do business. Some of 
the dealers operate installations so 
hazardous, inherently, that no rea- 
sonable underwriter would provide 


them with coverage. Such dealers 
are, therefore, threatened with the 
possibility of shutting down. I have 
been able to help some of them 
stay in business, by encouraging 
them to accept the criticisms of 


—- 


INDEMNIFICATION—PLUS! ro 9] 


a prospective carrier's inspector 
and correct the faults. This is 
often a difficult piece of selling, 
for the corrections frequently re- 
quire a sizable expenditure of 
money. But with a little applied 
effort, I am able to 
show that the safety engineer’s 
will result in 


sometimes 


recommendations 


John V. Grimaldi 


eventual economies great enough 
to offset whatever the immediate 
expense requirements might be. I 
never looked at this as an extra 
service before, but that’s certainly 
what it is.” 

There are even instances when 
the casualty engineering depart- 
ment is requested for and gives 
consultative advice on new and po- 
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Novembe: 


A routine visit revealed that one of the plant elevators was not satisfactory 


tentially hazardous objects that are 
not insured. This may seem an ex- 
aggerated and unbusinesslike at- 
tempt to be of service. But it arises 
out of requests from prominent 
clients who have been impressed 
with the quality of their carriers’ 


engineering service and wish a 
technical opinion on the potential 
hazardousness of a new product, 
process or equipment. 


Sometimes the insurance engi- 
neer’s recommendations, when fol- 
lowed, permit a company to oper- 
ate more economically than_ its 
competitors, but it is quite often 
difficult to convince management 
that safety recommendations are 
offered in the general interests 
of all concerned. The close atten- 
tiveness of an agent to the need for 
impressing his client with the eco- 
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nomic importance of safety, can be 
of striking value to the client. I re- 
member a food retail chain that 
had a debit of 160 percent charged 
against its liability coverage. Its 
management was highly resistant to 
the taking of any interest in the 
advancement of sound safety prin- 
ciples. The argument was, “Why 
should we work on safety? We're 
insured, let the insurance carrier 
worry about accidental losses.” Too 
often the safety specialist has diffi- 
culty communicating with the pos- 
sessor of so arbitrary an attitude. 
But the agent, frequently 
maintains a personal and friendly 
relationship with the insurance 
buyer, can work with the safety 
specialist and informally discuss the 
facts in order to change such an 
opinion. The food chain 
profited by listening to its insur- 
ance agent safety specialist service 
team. They collected the costs of 
a few typical accidents and paid 
the management a visit. 

“Look!”, the agent said, “Would 
you pay $300 for a case of sar- 
dines?” 

The answer, of course, was “No!” 

“But you did,” was the reply. 


who 


store 


& 
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“When a clerk left a partially op- 
ened and unattended crate on the 
store floor, one of your customers 
seriously cut her leg on a splin- 
tered projection of the crate’s top. 
Would you pay $125 for a bag of 
candy you sell for 25¢?” the agent 
continued. “That what was 
paid a customer who was struck in 
the face when one clerk tossed a 
bag across an aisle to another clerk. 
This type of situation, 
which is easily controlled through 
simple safe programming, is re- 
sponsible for your paying $1.60 
more for your liability protection 


was 


accident 


than your competitors.” 

The were pre- 
sented fully. How did the food 
store management benefit? At the 
end of two years of their intensive 
accident prevention programming 
under the guidance of their carrier, 
they were entitled to a credit of 
10 percent, 

The service values given regu- 
larly by casualty insurance is un- 
suspected by the public. Our con- 
clusion was that this is a fine and 
friendly business — so concerned 
about servicing its clients that pro- 
tection-plus, is the result. 


economic facts 


A psychopath is a fellow who multiplies 2 x 2 
and gets 5. A neurotic is a fellow who knows 
2x2 is 4, BUT he worries about it. 


—The Arizona Prospector 





. .. AUTOMOBILE 
Conjugal Bonds. A Columbus, Ohio 


man arrested for speeding, telephoned 
his wife from police station, told her 
to hurry down with his bond money, 
met her at the door, learned she had 
just been arrested for speeding .. . 
Help Less. In Los Alamos, N. Mex., a 
motorist, charged with failing to dis- 
play new license plates on his car, was 
excused by judge when he explained 
that the last time he tried to put on 
new plates, an old back injury flared 
up, sent him to hospital for three 
weeks . . . Floating Power. When a 
Wichita motorist refused to push a 
stalled car from a flooded intersection 
for fear of stalling, eight angry men 
piled out, ripped the ornament from 
his hood, and poured water in his 
back seat . . . Too Exclusive. A Bir- 
mingham woman told police some one 
had broken into her parked car, made 
off with two tickets to the forthcom- 
ing policemen’s ball. 


... BURGLARY AND THEF1 
Custom Trade. The owner of Temp- 
tation Inn in Los Angeles asked cus- 
tomer to “watch the place for a 
while,” later had him arrested when 
he returned to find $450 missing from 
tavern safe and all customers drinking 
“on the house” . . . Muchos Notches. 
In Eagle Pass, Texas, the News Guide 
had classified ad: “Wanted at Once— 
Am desperate on account of continued 
livestock thefts. Need Watchman that 
can shoot. Will pay by hour or by 
head” . . . Ha! Fibber! A hardware 
dealer in DuQuoin, IIl., had sign sten- 
ciled on safe, “Positively not locked. 
No money in safe. Turn handle and 
open,” was robbed of $700 when 
burglars followed instructions. 


. .. UNCLASSIFIED 
Friendly Warning. After failing to win 
nomination for sheriff in Jefferson City, 
Tenn., a farmer advertised in Stand- 
ard: “I want to thank my 48 friends 
. . for casting their votes for me, 
and to the rest . . . I warn you that I 
am now going armed with a sawed- 
off shotgun, because a man that has 
only 43 friends in a county as big as 
Jefferson is definitely in need of extra 
protection” . . . In-Law Recount. In 
Ripley, Tenn., after running for mayor 
and getting only 57 out of 1,163 votes 
cast, the candidate announced that he 
would contest the election, demand a 
recount: “I have more than 57 rela- 
tives . . . who I know voted for me” 
. . . Small Riot. Braintree, Mass., po- 
lice stepped up the search for the 
parents of a lost, three-year-old boy 
after a two-hour sojourn at station 
house during which he 1) dumped 
files, 2) decommissioned the Teletype, 
8) disrupted the telephone system, 4) 
and beaned a lieutenant with flash- 
light. 
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